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Unrrep Srares Senate, 
ComMMiIrreE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:30 a. m., in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman) presiding. 
Present : Senators McKellar, Hayden, Maybank, Ellender, Robert- 
son, Ferguson, Cordon, Young, Thye, and Ecton. 


OFFICE OF DEFENSE MOBILIZATION 
Drrense Propucrion Acrivittes 


STATEMENTS OF CHARLES E. WILSON, DIRECTOR; CHARLES 
STAUFFACHER, STAFF DIRECTOR, OFFICE OF DEFENSE MOBILIZA- 
TION ; RODOLFO CORREA, GENERAL COUNSEL, OFFICE OF DEFENSE 
MOBILIZATION; AND HENRY F. HURLEY, ADMINISTRATIVE 
OFFICER 


TOTAL 1952 BUDGET ESTIMATES 


Chairman McKetiar. The committee will be in order. 

Mr. Wilson, will you proceed, please ? 

Mr. Wirson. Thank you, Mr. Chairman. 

Chairman McKettar. I see you have a statement of about 14 pages. 
You present it any way you want. You may put it in the record right 
now and give us the high lights, or you may read it, or whatever you 
would like to do. 

Mr. Wuson. I think, if I may, I would like to read it. If you want 
to stop me and try to clarify anything, I will be glad to proceed in 
that way. 

Chairman McKetwiar. Allright. Goahead. 

Mr. Wirson. I sincerely appreciate this opportunity to present my 
views concerning the appropriations authorized by the House of 
Representatives for the agencies having responsibilities for defense 
mobijizat ion. The original request for these agencies was $262,000,000, 
and the Committee on Appropriations of the House recommended 
$194,000,000. The House reduced this sum to $131,000,000, or half the 
original request. 

RESTORATION OF HOUSE CUT 


Full restoration of these funds for operating expenses would be 
most desirable. 
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Senator Maynank. You mean the whole $262,000,000 ? 

Mr. Wirson. That is right. 

Restoration, at least to the extent of the House committee action 
and beyond in the specific cases I shall mention, is imperative in 
order for us to meet our present defense-mobilization goals and, if 
possible, expand them. A serious delay in production, or failure to 
maintain economic stabilization, would be taking needless chances 
that the Soviet timetable of aggression permits such luxuries. It 
would, in my opinion, be shortsighted to take these risks. By severe 
cuts in the appropriations of the. agencies charged with the primary 
responsibility for mobilizaton, the ‘entire effort can be hamstrung so 
that the successful accomplishment of steps vital to our security can- 
not be assured. 


CONTINGENCY ITEM ELIMINATED 


[ am not appealing for a restoration of the $150,000 which the 
House cut from the office of Defense Mobilization, which I head. 
That item was for transfer to other agencies and was in the nature of 
a contingency. I think it would be a wise thing to have such a modest 
sum for contingency purposes when the future situation is as unclear 
to all of us as it is at the moment. Nevertheless, that item does not 
rank in importance with others which I wish to discuss. 

Chairman McKetxiar. Before you go further, would you mind 
telling just what that item was intended for? 

Mr. Witson. Yes, sir. It was intended to take the mobilization 
efforts of various kinds as they came up and tr: ansfer certain portions 
of the $150,000 to the agencies to which we assign the specific job. 

Chairman McKennar. Agencies within your organization or with- 
in other organizations? 

Mr. Wirson. Like the Department of Commerce or the Labor De- 
partment, or a variety of agencies that we ask to do specific mobili- 
zation jobs as they come u 

Chairman McKetar. The reason I ask you the question: As a 
rule, the committee, unless there is something very important, takes 
the position that the appropriation ought to be made for the particu- 
lar organization which is concerned. 


ESTABLISHMENT AND ORGANIZATION OF DEFENSE AGENCIES 


Mr. Wuson. I understand that and have full sympathy, Senator. 
I think this committee might well take cognizance of the fact that 
in setting up the whole mobilization organization to do this job, and 
in an effort, I think, to save the taxpayers some money, we started 
out with the premise that we were going to utilize every existing 
agency of Government that could do the job as economically as pos- 
sible. When I came down here in December, certain parts of the 
mobilization job had been assigned to a series of Government de- 
partments, such as labor matters relating specifically to the mobili- 
zation job to the Labor Department. Commerce, of course, had 
already established NP. A, and they had a considerable part of the 
mobilization job, and so on. That is quite contrary to what was 
done in World War II, when we established the War Production 
Board and OPA and so on, quite separate and apart, and where we 
established labor functions quite separate and apart from Labor. 
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1 have tried, and the small organization that I have established has 
tried consistently, and I think has succeeded quite consistently, in 
keeping from establishing broad new agencies to do the job, w ith the 
possible exception 

Chairman McKetuar. To avoid duplication. 

Mr. Wiuison. There would have been serious duplication, sir. This 
modest sum—that is, modest in the circumstances—was intended to 
utilize some existing agency, instead of establishing a new one, and 
give them money to ‘augment the job they were alre: dy doing. 

Senator Fareuson. Is there any sum in other than this? 

Mr. Witson. No. 

Senator Frrcuson. This is the only sum ¢ 

Mr. Witson. That is right. 

Senator Frravson. So, this will really compel you to do the job 
yourself ¢ 

Mr. WILson. oe If it happens to be a major effort somewhere 
along the line as a requirement appears, we will simply have to estab- 
lish an agency to do it, or a new organization to do it, and probably 
come up and ask for a specific appropriation for that particular job. 

Senator Frereuson. Do you see any in the future that you would 
want to transfer to another agency ¢ 

Mr. Witson. I see functions, Senator, as the requirements of the 
over-all mobilization job become clearer that we will have to follow 
up. For example, it is already becoming very clear that we cannot 
depend fully on the present functions of NPA, let us say, with regard 
to certain industries’ efforts. We have to augment that. We have got 
to put on some trouble-shooters. We will say, for example, that in 
steel and copper and aluminum and machine tools we have to augment 
their present efforts. We have to break the bottlenecks. We are 
getting small organizations together. Today we are out combing the 
country to try to get a half dozen experts that we can put on the 
terrific machine-tool situation, which is a horrible bottleneck. 

Senator Fereuson. You need it. 

Mr. Witson. We have to have knowing men that can break the 
bottlenecks. 

Senator Ferguson. And you have to have experienced men that 
know the business. 

Mr. Witson. That is right. You cannot use the type of men that 
are available. 

Senator Frercuson. You cannot use a clerk. 





STEEL INDUSTRY EXPANSION 


Mr. Witson. No, sir. That is the sort of thing we have in mind. 
Next week we are having down practically all the steel people; and 
out of that, I am quite sure, is going to come the necessity of having 
u small group of trouble-shooters to break some more bottlenec ks, 
because there are some serious bottlenecks. 

We have taken the taxpayers’ money to a degree with these amorti- 
zation certificates, and we are in the midst of a job of creating 18 
million tons-more of production annually of steel in this country. 

Senator Frrcuson. By the way, is the bottleneck in getting it up 
18 million tons more scrap ? 

Mr. Wutson. It is one of them. 
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Senator Fercuson. What is the other one? 

Mr. Wuson. That is a kind of complicated story. There are two 
things, Senator. One is to screen the new facilities. We are right to 
the point where we have got to screen every facility that they demand 
or that we have even approved as to the amount of structural steel 
it takes—can we afford it for that particular job; have they got the 
metallies for that particular job if we do give them the material and 
labor to go ahead with it ’—every one has to be screened and weighed 
against some other one. 

Senator Frreuson. This announcement yesterday on cutting back 
the automobile industry is going to take effect ? 

Mr. Witson. It will take effect down to 63 percent of the 1950 base 
period that we have them down to now. I do not think it will go down 
much beyond that. We are going to try our best to hold it to 68 
percent. 

Chairman McKeiiar. One of the reasons I had for asking my 
question: Take the case of Nashville in my State; they have very 
serious trouble with their water. It infected the whole city. They 
made application some time ago for some steel to remedy the machete 
they had. Will it interfere with things of that kind? Will the pro- 
posal you have here interfere with that sort of thing? I am not 
asking you for an opinion, and I will not ask you to commit yourself 
at all. 

Mr. Wirison. Senator, what we are trying to do to break these bot- 
tlenecks will speed the steel production so that we can help that 
situation. That is what we are trying to do. 

Chairman McKetxar. In other words, the necessary things go on, 
but the idea is to stop the unnecessary things. 

Mr. Wuson. That is exactly what we are trying to do. 

CuamrmMan McKewxar. That is what you are going to use. the 
$150,000 for. 

Mr. Wuson. That is right. The bottleneck we have on machine 
tools is a tremendously complicated thing today. Senator Ferguson, 
you are familiar with it in your territory. 

Senator Fercuson. I have sent many people over there. I have been 
in touch with Harold Boyer many times. 


MACHINE-TOOL PRODUCTION 


Mr. Witson. Here we have in this country since June 1950 an in- 
crease in machine-tool production from about 300 million a year to 
about one billion dollars a year in the fourth quarter, but it just is 
not enough. I do not need to tell you the problems you run into when 
you go from 300 million a year to a billion and a quarter in the next 
quarter, at a going rate of a billion a year; and it is just not enough. 
The reason it is not enough, and the reason it is becoming more compli- 

cated and difficult, is that we are now getting to the point that the ad- 
Saieeal requirements that we have to impose on his machine-tool 
industry of the United States are not even designed. It is in connec- 
tion with all these new weapons that are coming along and particularly 
jet engines. 

Chairman McKetuar. Mr. Wilson, let. me ask you this: Is the steel 
situation the worst you have? 
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PURPOSE OF CONTINGENCY FUND 


Mr, Witson. As a matter of fact, I would like to make it clear I 
think the steel situation is improving, but our need is increasing even 
faster than we are able to bring in the new facilities. We started in 
Korea—I think it is stretching it to say we had 100 million tons of 
annual production in this country of steel end items, and we now 
probably have 107 million tons. In other words, we have gone up 
7 percent in that time. We are striving to bring it up to 118 million 
tons. The job is to get those 11 million additional tons at the earliest 
possible moment, because it affects civilian production as well as 
military. 

Chairman McKetuar. Is that the principal purpose of this $150,- 
000 ¢ 

Mr. Wuson. That is one of them. Machine tools is another. Sen- 
ator, every month from now on, I can assure you that I think there is 
going to be another one. There will be some particular chemical that 
we will have to have a group of knowing people on and break that 
bottleneck. It is bound to happen when we are bringing production 
up at the rate we are bringing it up. 

Senator Frreuson. Can you not do it in your own agency instead 
of transferring it to other agencies? Would you not be better off to 
keep it under your own jurisdiction ¢ 

Mr. Witson. We do in effect, Senator. Take the steel situation, or 
the machine-tool situation; the experts that we are putting on are 
heading up to a man in my office, Clay Bedford. NPA has all the 
industry divisions that they have to work hand-in-hand with, so the 
men go in and theoretically they work right in those divisions. But 
actually they are reporting right to ODM. 

Senator Frreuson. And they are under your jurisdiction ¢ 

Mr. Wison. That is right. It is just a question of where they 
really are. 

Chairman McKetuiar. Let me interrupt. I think we interrupted 
you on a very important point. 


ALUMINUM INDUSTRY EXPANSION 


Senator Youna. May I ask a question, please? How are we doing 
about aluminum production? Will we be able to step up our Air 
Force adequately with our present aluminum production ? 

Mr. Wirson. Whether we will in the final analysis, I do not know. 
For the next couple of years until we utilize all these extra appropria- 
tions for the Air Force that you have given, the only way we are going 
to be able to supply the aluminum for the increased production will 
be to further reduce the civilian use of aluminum. There is no ques- 
tion of that for the next couple of years until all these new plants 
come in and as aircraft production and guided missiles production 
steps up, we are going to cut pretty deep in the civilian use of 
aluminum. 

Senator Youna. Have we been issuing aluminum allocations as fast 
as we can to industry to increase the production 

Mr. Wirson. No, I do not think we did. I think we have really 
wasted considerable time while we studied the question of whether we 
could get so-called small-business concerns to go into the basic alumi- 
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num business, rather than further augmenting the output of the big 
three, Aluminum Co. of America, Kaiser, and Reynolds. How many 
of the elapsed months were wasted, I do not know, but a considerable 
pat in my judgment, was wasted while we tried to persuade small 
yusiness to go into the basic aluminum business. But that has been 
fairly well cleared up now. 

Finally, in order to get the aluminum we had to go back to the 
big three and urge them to extend their operations and give us more 
aluminum. We “just could not get small companies to do it. We 
did finally within the month get one so-called small company, Harvey. 
How you call it a small business when it takes $70,000,000 to go in, 
I donot know. That to me is a pretty good-sized business. We finally 
got Harvey to go in and he has taken on 54,000 tons a year. 

Senator Mayrnanx. Where is he going—in Washington ? 

Mr. Witson. He made a deal there. 

Senator Mayspank. Secretary Chapman talked to me about it. There 
is the difficulty of small business. 

Senator Fercuson. Some of these jobs, a 500-man force cannot do, 
is that right ? 

Mr. Wuson. That is right. 

Senator Fercuson. There are certain people advocating that a 

certain percentage go to small business. They are advocating that 
and are sincere. 

Senator Maysank. Nobody is against trusts more than you and 
T are, but how are you going to do the job? 

Senator Fereuson. That is right. I think we ought to regulate 
the trusts—and when I say regulate, I mean regulate—and then 
big business can be kept in line, rather than to say that a certain job 
can be done with 500 men. You say this business has $70,000,000. 
That man will have more than 500 men working for him. 

Mr. Witson. That is right. 

Senator Frreuson. So he is not small business in the end. 

Mr. Wrison. I do not think he is. 

Senator Fercuson. And I believe in competition. 

Senator Haypen. Mr. Wilson, undoubtedly has some statements 
here he would like to get across; maybe we better let him get back 
on it. 

Mr. Wirson. Just as you wish. 

There is one part of your question, Senator Young, that I did not 
answer, and I would like to give it to you, and that is this: We have 
a task force on now of pretty knowing people who are studying the 
military’s future demands and trying to find out where we are going 
to be in considerable detail. It is not just a question of getting “basic 
aluminum. That is one part of it. After you get an assurance that 
we can supply the basic aluminum, then it has to be broken down in 
the kind of plants we need to fabricate it for the military. For 
example, we know right now that we have not sufficient fabricating 
equipment around the country for forgings and that is very important 
for the new types of planes we are building. We know we only have 
approximately 50 percent of the extrusions that are needed for the 
new types of planes. The extrusions for the modern bomber, or one 
extrusion is twice as long as this table. It will probably take 100,000- 
ton-pressure press to extrude that sort of thing. That has all come 
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on us with these new designs. We are making studies to see where 
that is going to come from. It takes a lot of basic aluminum, yes, 
but it takes an awful lot of equipment to extrude that stuff. 

We are having those studies made. I am not at all sure when we 
get through we ‘will not find that we have an inadequate number of 
plants that can do these fabr icating jobs. I am not at all positive 
that we will not find that we have to supply some more basic 
aluminum. There are several ways we can get it. 

One of them is the way that has been talked about a great deal, 
and I think frowned on in certain quarters a great deal, and that is 
getting it from Canada. By 1954 and 1955, Canada would be able 
to supply us with some more basic aluminum, That is one way of 
getting it. 

If we have to, I hope we are going to be a little smarter than we 
have been to date. We will go out and establish basic aluminum 
plants in various parts of the country rather than in the Northwest. 
For a while we seemed to be under the delusion in this country the 
only way to get cheap aluminum is to go where you have 2-mill power. 
That is the bunk. I can prove that with figures to anybody’s satis- 
faction. 

Senator Frrevson. In other words, there is something besides 
cheap power. 

Mr. Wuson. Imagine bringing bauxite from the West Indies and 
bringing it to the Gulf ports ‘and making the alumina, and shipping 
it to the Northwest, and the geographic area where you use and fabri- 

cate the stuff, maybe Ohio, is the center, and paying the freight back. 
That all offsets the 2-mill power. 

Senator Fareuson. You can produce it with coal or natural gas. 

Chairman McKetiar. Would you say that the aluminum manufac- 
turing in Tennessee is doing good ? 

Mr. Wiuson. They are doing very well, and that is not far from 
the source. 

Senator Fercuson. That is the shipment on the Gulf up to Detroit. 

Mr. Witson. That is right. 


ALUMINUM PLANT CONSTRUCTION 


Senator Youne. I would like to make this observation. I think they 
have been putting too many of these aluminum plants in the Pacific 
Northwest where they have an acute power shortage. We have a 
tremendous amount of lignite in North Dakota and can produce power 
for less than 3 mills. 

Mr. Wirson. I do not know whether you can produce 3-mill power 
from lignite, Senator Young; if you have looked it up, you know. 

Senator Youne. Yes, we can. "We have offers of less than that. 

Mr. Witson,. Is that so. 

Senator Haypen. I understand that source of power looked upon 
with most favor at the moment is gas in the South. 

Mr. Witson. Yes; simply bec: ause that is the cheapest source of 
power adjacent to where you can get the cheapest = of bringing 
the raw material in. You can get the same result, for example, on 
the Ohio River, as one illustration, where you have good and cheap 
coal, and where you have cheap transportation from the Gulf ports 
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for either bauxite or alumina, and where you are in the geographic 
center of the use of the material. I think all those things tlie to be 
taken into consideration, not just cheap power. That is a fallacy in 
my judgment. 

Senator Maypank. Before anything is done about this, I imagine, 
as you suggest, all these factors will be considered, or do you think 
because there is cheap power up here that will offset what is mentioned 
about transportation, and.so forth ? 

Mr. Witson. Yes. After we made this study and found that we 
had to get more basic aluminum, we had two ways of getting it. One 
is taking more taxpayers’ money and setting up additional plants and 
providing more power and generating equipment and distributing 
equipment, and so on, which would, for 100,000 tons of aluninum 
delivered in this country, the new plants would cost somebody— 
probably the Government, at least $150,000,000. That is one way of 
providing the additional aluminum. 

Then we would have to go all the way back and get the bauxite 
supplies and the other supplies. 


PURCHASE OF ALUMINUM FROM CANADA 


On the other hand, against that we can get it without spending any 
of the taxpayers money. Canada will sell us the aluminum ready to 
use for the same price, at less— maybe more—than we can produce it, 
and we will not have to put up any more of the taxpayers money to 
get it. Sothere are two schemes. 

Senator Maypank. I am glad you put that on the record because 
of lot of people think we are going to spend a lot of money in Canada. 

Mr. Witson. They do not ask for it. 

Senator Tuyr. Mr. Wilson, what type of contract would you-have 
with Canada? Would you have any assurance that you would have 
an ample supply over the period of years, or would there be some 
danger that they would give you a supply for 6 months and then 
ask an increased price that would be almost prohibitive. 

Mr. Wiison. No, I believe we would be compelled to make a deal 
maybe for as much as 7 years at a price. I do not think they would 
give it to us unless we made that deal. 

Chairman McKetiar. Would you have it approved by the Cana- 
dian Government ? 

Mr. Wiison. I think they would approve it. 

Chairman McKetxiar. That would be the safest way to do it. 

Mr. Wixtson. They would approve it; they are so anxious to get it. 
We have not held out any hope to them because we want to get the 
facts whether we are going to need that much. 

Chairman McKetxar. I think if we can do it over here, we ought to. 

Senator Maypank. I am glad to hear that. The reason I asked 
that question is that some Senators asked me some questions about it. 

(Discussion off the record.) ~ 

Chairman McKetrar. Mr. Wilson, I am sorry we interrupted you, 
but we want information and you have it to give to us and you are 
doing splendidly, I want to say here and now. Proceed, please. 
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MOBILIZATION NEEDS 


Mr. Wuson. Thank you, sir. I want to ask your serious considera- 
tion of the needs of the mobilization agencies which operate under my 
general direction. The discussion of these needs can be grouped under 
the following headings: (1) Those agencies involved primarily in 
production controls; (2) the stabilization agencies; (3) certain of the 
defense supporting activities; and (4) the problems which would be 
created by the general provisions in the bill. 

As general background on the production side, I wish to remind 
you that our defense effort has been planned as a general build-up over 
3 or 4 years. In 1950 direct defense expenditures accounted for 8 
percent of our gross national product. It has been estimated that 15 
percent will be taken for direct defense by the end of this year, and 
approximately 20 percent by the end of 1952. 

Senator Maynank. Mr. Wilson, it has been said that this takes more 
than 20 percent of the national production. 

Mr. Witson. It would take 60 percent for some items. 

Senator Fercuson. This kind of a sentence does not explain to the 
American people what is going on. 

Senator Maynank. And we want to help you, so would you explain 
that more fully, please ? 


NICKEL SUPPLY 


Mr. Wirson. For example, we will probably need over the rest of 
the year, I should think, as a minimum, as much as 70 percent of all 
the nickel we can get our hands on, because we have got to step up the 
heat-resisting qualities of all this jet engine equipment we are making. 
The reason we have to do that is this: If we use that amount for jet 
engines, we obviously have to cut down the civilian requirements. The 
reason we have to use so much nickel is that we simply cannot get our 
hands on some of the other alloying agents in suflicient quantities to 
enable us to reduce nickel. In other words, nickel is in a little freer 
supply in the world than some of the other alloying agents. Take 
columbium, which would help materially in the effort to make the steel 
we use for jet engine production more heat resistant, but we can get 
practically no columbium. So we are trying to use what were almost 
hitherto unknown agents for alloying, titanium for example. It is 
taking time to get more titanium production up, however, and we are 
not sure yet to what extent titanium will take the place of some of the 
other alloying materials we are using. Nickel is the best illustration 
Tecan give you. 

In this stepped-up military production, if we have to take approxi- 
mately 70 percent of all the nickel that we can possibly get in this 
country and the source is all foreign, practically, you can see that the 
8-percent figure does not really represent the impact on the over-all 
economy. 

Senator Ture. Mr. Wilson, is that true with steel also? 

Mr. Witson. Now that I read my own statement, I do not think it 
is very enlightening. 

Senator Fereuson. You mean this 8 percent and 15 percent ? 

Mr. Witson, That is right. 
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CUT-BACK OF MATERIALS FOR PRIVATE BUSINESS 


Senator Ture. You see, we were just in your office about 10 days ago 
with the fabricators and emg ihc from our own State, and ‘if 
they look at this report here, 8 percent, 15 percent, and 20 percent, 
they just cannot understand why they are not able to obtain an allo- 
cation of steel or an allocation of some of these metals that are not 
classified as strategic, such as nickel, and some of the other alloys. 
That is why this paragraph in your statement here, if you laid it 
before the businessman who has had to cut back to about’ 50 percent 
of what he normally had, you just cannot explain it. 

Mr. Wiutson. That is right. 

Senator Tuyrr. They think they are being discriminated against, 
and some other section of the Nation is getting the raw material. 

Senator Maynank. That isthe truth. That is what Iam up against. 

Mr. Wirson. May I try to explain that in the case of steel. You see, 
this 8 percent, 15 percent, 20 percent, represents substantially what it 
takes from the over-all economy. Taking steel as one item, for the 
direct military requirements, let us see what we are really up against 
with respect to items like steel for the mobilization program over-all. 
For example, we have got to allocate vastly increased amounts of steel! 
for the agricultural program, which is given a pretty good priority 
in the whole mobilization plan. 

Senator Ture. But Mr. Wilson, you are cutting back quite drasti- 
cally in the agricultural industries. 

Mr. Wison. We are not. 

Senator Tuyr. That is one of the fearful questions we are con- 
stantly getting from the Midwest, where you are dependent on a 
big agricultural machine for the farm production. I am not critical 
of you, Mr. Wilson, but I am trying to get the facts out of this report, 
so that we in Congress who are between you and the producer and 
the manufacturer out there are able to justify why they cannot get 
steel. Just yesterday I had a manufacturer of culverts that met 
with Mr. Fleischmann. I did not call your office because it fell in 
Mr. Fleischmann’s department. After 2 days of conference and after 
Mr. Fleischmann turned the gentleman over to Mr. Huff, we finally 
get the report that they cannot get another pound of steel, and here 
are your township roads, your country roads, that are being turn- 
piked, and if they do not ‘get the culverts, that grade is not worth 
15 cents, because the first heavy ‘ain will take a section of the grade 
out, and the road is impassable. We have that to contend with and 
they are cut to about 50 percent of the steel that they had been promised 
that they would have in this quarter, and a new Executive order 
came out and cut them back from 800 tons to about 250 tons. What 
are they going to do? They have the commitments of culverts to 
the townships and the counties and they cannot get the steel to 
process and manufacture it to make delivery. 

Mr. Wirson. It sure is a problem, Senator. 


GROSS NATIONAL PRODUCT 


Senator Tuyr. Yes, sir. But when you look at this report that 
: percent of our gross national production, and it is estimated that 
5 percent will be taken for direct defense by the end of this year, 
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and approximately 20 percent by the end of 1952, in itself it does 
not answer the man who has been cut from 800 tons of steel in this 
quarter to 250 tons of steel in the quarter. It is not justified. 

Mr. Wixson. No; but it ought to answer people who know as much 
about it as you you do. But we will amplify it for those companies. 
Let us see what we are saying, Senator. When you get up to 20 
percent, what you are saying is that the direct military is going to | 
take out of the national production—and we were running in the 
second quarter of this year at $325,000,000,000 of national product— 
and my guess is by the end of the year we will be running at con- 
siderably more than that, and by next year when this 20 percent comes 
in, my guess is that the national product will be very close to 
$350,000,000,000. What I am saying is that $70,000,000,000 of all 
these lines, steel, copper, and aluminum, are going to be taken for 
the direct military. Then, on top of that, you have all these support- 
ing programs for the military and food expansion is a part of that. 
We are already giving them 30 percent more than they had in 1950. 
It is taking 30 percent more material for these programs. That is 
not enough, they tell us; they have to get more. Railroad cars, trans- 
portation; that is a part of the supporting program for the mobili- 
zation, is it not? They want more. We are already giving them 
more. 

Chairman McKetiar. Mr. Wilson, I want you to understand that 
the question asked by Senator Young and the rest of them, we want 
to help, we want to help in every way in the world we can. But we 
must have the facts with which to come before the Senate when the 
time comes and to go before the conference. 


DEFENSE NEEDS 


Mr. Wurson. Yes. Then for the record, may I clarify these figures 
of 8, 15, and 20 percent, and say that with respect, for example, to 
cadmium, cobalt, and magnesium, practically all of the national pro- 
duction and import is going for defense production, that is, for mili- 
tary production, so that those items practically are right out of our 
ordinary national consumption. 

With respect to all types of steel except carbon steel—we are a little 
better off on carbon steel—but all other types of steel from 30 to 50 
percent now is going into direct military production or supporting 
items for the military production. 

Chairman McKeiiar. What do you call carbon steel? I am 
ignorant on that. 

Mr. Witson. I was differentiating between the ordinary run-of-the- 
mine steel and the higher grade steels, that is, the alloy steels. 

On aluminum, today between 30 and 50 percent of all aluminum 
production is going into either direct military or supporting military 
programs. By that I mean power production, generation, and power 
plant construction, for example, in order to support the increased 
production program. They have a plan of almost 40 percent expan- 
sion over 4 years to meet the expanded industrial requirements. There 
is no use of going ahead and building the plants for either end items 
or increased supply of raw materials unless we are going to have the 
power to operate them. So we have to allocate the steel, the alumi- 
num, the copper, and so on, to them. So aluminum is taking currently 








730 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


for those programs, direct military or supporting, 30 to 50 percent 
of our total output today. The same thing on copper, 30 to 50 per- 
cent is currently going into those programs. So that is a far cry 
from my 8, 15, and 20, which, however, is the over-all take from the 
national product. 

Senator Youne. Mr. Wilson, may I make this short observation ‘ 
In giving consideration to priorities to agriculture, I certainly hope 
you will give the highest priority to steel for repairs over that for 
new production. If a farmer has an old machine and can get repairs, 
he oftentimes can get along some way. 

Mr. Wuson. That is another thing. Not only for the agricultural] 
machinery program, but for industry generally, we have been called 
upon and to date have given tremendous amounts for repair, That 
is one of the major items for allocations we made. We are afraid not 
to do it, because we know they cannot buy new machinery. So we feel 
since we have to deny them all the material they want for the new 
stuff, we just must keep them in MRO, as we call it, supply of steel 
for repair jobs. I think that has been taken care of to date. 

Senator Youne. I have had many problems myself. I have felt 
that there has not been quite the priority there should be. 

Mr. Wirson. If there is any program we are giving enough on, I 
have not found it. Sometimes we think we have leaned over back- 
wards as far as our consciences would go, but it is just not enough, 
1 have to admit. 

(Discussion off the record.) 

Mr. Wixson. The atomic energy program is not a part of the figures 
that I have given, and its requirements will supplement that. 

Senator Maypank. And use a lot of steel and copper. 

Mr. Wrison, Just on the one program going on at Paducah, and I 
think this is the correct figure, we have got to supply power, generating 
and distributing equipment for 1 million kilowatts. I have forgot- 
ten the size of the units, but that is at least 10 present units that have 
to be supplied for that. That takes a whale of a lot of steel, copper, 
and aluminum. That is on top of all the figures I have given you. 

The actions required to expand the basic economy to support this 
military load and provide a strong mobilization base greatly increase 
the impact of the direct defense burden. Moreover, large percentages 
of some strategic materials are being withdrawn from normal civilian 
uses for direct defense purposes. As more and more materials and 
labor are diverted to defense production, new and more serious 
problems of shortages, allocations, conservation, manpower utilization, 
and stabilization will arise. 


MATERIALS PRIORITY SYSTEM 


Initially we operated with a single band priority system for the 
channeling of materials to essential defense work. As the require- 
ments of defense production became accelerated, it was necessary to 
introduce a controlled materials plan to assure steel, aluminum and 
copper for essential uses. A complete plan of allocation is now in 
force for these materials and in addition for some other metals, par- 
ticularly the alloying metals such as columbium, cobalt, and tungsten. 
Through the strict allocation of scarce materials we expect to assure 
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their availability to fulfill defense contracts and to maintain the es- 
sential supporting civilian economy. 

- he job of programing for these allocation activities and direct- 
the production programs falls within the Defense Production 
inistration. This is the key agency to which I must look for 

cmmaline the programing side of our entire production and expan- 
sion effort. In addition, the Defense Production Administration 
assembles estimated labor supply requirements in cooperation with 
the Department of Labor, and gathers the facts upon which designa- 
tions of ctitiog! areas for rent control, relaxation of Regulation X, and 
construction of schools are predicé ited, administers the tax amortiza- 
tion program, and has other important responsibilities. 


DEFENSE REQUIREMENTS 


The Defense Production Administration receives requirements for 
materials from the ae Energy Commission, the Department of 
Defense, and other claimant agencies. It then duiasuae the supply 
and programs the amounts of material available for defense and de- 
fense-supporting production and for civilian use. 


EXPANSION OF MINING INDUSTRY 


The Defense Production Administration is also charged with plan- 
ning for the expansion of productive capacity and supply. It has been 
specifically assigned the responsibility for determining whether sup- 
ply is sufficient to meet requirements and for certifying to the essen- 
oa of programs involving— 

Pure Sale. or commitments to purchase metals, minerals, or other 
ouput for Government use or resale. 

2. The encouragement, development, and mining of critical and 
strategic minerals and metals. 

3. Subsidy payments. 

The installation of additional equipment, facilities, processes, or 
improvements to plants, factories, or other industrial faRinies owned 
by the United States or by private persons. 


AMOUNT FOR DEFENSE PRODUCTION ADMINISTRATION 


To carry out all these responsibilities the Defense Production Ad- 
ministration sought an appropriation of $3,600,000 but received only 
$2,800,000. This cut of $800,000 will mean a reduction in force of 30 

percent from some 415 to 295 people. This could cause serious dis- 

= tion to the programing of the entire production and expansion 

ort. Moreover, it leaves us with no turn-around room in this key 
calginee of mobilization activities. 


CLAIMANT AGENCY WORK 


Inder our present organizational plan, the industry divisions, 
which in World War II were primarily in the War Production Board, 
are now located in the Departments of Commerce, Interior, and Agri- 
culture. Claimant agency responsibilities, involving the assembly 
and analysis of requirements and the distribution of material allot- 
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ments are assigned to these and other Government agencies, notably 
the Housing and Home Finance Agency and the Federal Security 
Agency. The House of Representatives made major cuts in the de- 
fense activities of the Department of Commerce and in almost all 
other cases required complete absorption of the costs of this additional 
defense work. 

Senator Frrevson. Right there, could I inquire as to whether or 
not, if you transferred all these to your agency and had them in one, 
would it be more economical and more efficient ? 

Mr. Wuson. I doubt if it would be more economical. I certainly 
feel at this stage of the game, even if it was more economical, it would 
not be more efficient. 

Senator Ferguson. Would it be more efficient ? 

Mr. Witson. No, I think we would lose in efficiency at this stage 
of the game, because we are in this. These agencies are trained to 
do that “job now. 

Senator Ferguson. They would be in it for some other purpose 
probably anyhow. 

Mr. Wirson. You know how it goes. If they removed all the 
people that are now in it 

Chairman McKettar. Never in the world. 

Mr. Wurson. I think there would be duplication. 

Chairman McKetxar. I am afraid so. 

Senator Frreuson. You are better satisfied with it the way it is? 

Mr. Wirson. Maybe I am not satisfied it was the way to do it 
originally, but we are in it, and now we are coming right up to the 
great production-expansion period. I think it would confuse and 
confound us to change it at this time, even if it had some things to 
recommend it. I do not recommend it. 





HOUSE CUT 


Chairman McKetiar. Mr. Wilson, I wish you would keep this 
in mind. The budget estimate was $262,000 000, and the House com- 
mittee gave you "$194,000,000, and the House reduced that to 
$131,000,000. 

Mr. Witson. Yes, sir; a 50 percent slash. 

Chairman McKettar. What I want you to do—and I do not be- 
lieve it comes in here, but I am asking because it is on my mind— 
and what I think the committee would want you to do is to take those 
figures and look over them and see where, if there is to be a cut, it 
would be the least hurtful to you, and make that amount the smallest 
that you can and give us the best. figures you can. I think it would 
be very helpful to the committee, and I think it would be ver y helpful 
to your organization. Will you do that? 

Mr. Witson. Yes, sir. 

(The information requested was filed with the committee.) 

Chairman McKettar. Go right ahead, sir. 

Mr. Wirson. It would be unwise, in my judgment, for the Congress 
to ignore the fact that the additional burden placed upon the de- 
partments as a result of the defense mobilization program is a real 
and necessary workload. I hope that the members of the committee 
will give careful consideration to the request for funds for defense 
purposes made by these departments. 
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I am not in a position where I have personally reviewed the regu- 
lar activities of these departments and agencies in relation to their 
defense functions. Nevertheless, I know enough about their defense 
work to realize that in many cases it is almost completely apart from 
their regular duties. I have been informed that the Bureau of the 
Budget went carefully into the determination of the additional funds 
made to carry on defense activities and at the same time maintain 
authorized departmental activities. I know that they operated under 
the policy of making a maximum absorption of the defense work. 

As you gentlemen know, the Congress has made substantial reduc- 
tions in the regular funds for many of the agencies performing defense 
activities, and the exact position of these agencies under current 
proposals for pay increases and personnel limitations generally is 
somewhat uncertain, In my judgment, this makes it even more neces- 
sary to determine whether the funds required to do this essential 
defense work can really be made available, and in time. In many 

cases defense work could not be accomplished merely by a switch- 
over of existing employees in old-line agencies. In order to do the 
defense job actual cash is required to hire people and pay operating 
expenses, 

RESTORATION REQUESTED 


More specifically, the appropriation of $30,000,000 authorized for 
the National Production Authority within the Department of Com- 
merce should be restored to at least $32,000,000, the very minimum 
amount required by this agency and $3,000,000 less than ‘the amount 
originally requested. Furthermore, funds should be made available 
for the Industry Evaluation Board, International Trade, and other 
agencies within the Department of Commerce having defense or 
defense-rated functions. 

The Committee on Appropriations of the House of Representatives 
recommended $5,250,000 for the defense : agenc ies in the Department 
of the Interior. This was a cut of over 25 percent from the budget 
request. These agencies have important defense duties posed solely 
by the mobilization effort, and above and beyond their regular activi- 
ties. These include the Defense Solid Fuels Administration, Defense 
Electric Power Administration, Defense Minerals Administration, 
Defense Fisheries Administration, Petroleum Administration for 
Defense, and certain functions of the Office of the Secretary. It is 
essential that we continue the defense work of these agencies and 
expand our power resources, our metal and mineral resources, and our 
petroleum facilities, At present the appropriation bill carries no 
funds for these agencies, all of which occupy an important role in 
our mobilization effort. I cannot emphasize too strongly the seri- 
ousness of the problem which will be raised by this ‘principle of 
absorption. 

What I have said applies equally well to the defense functions of 
the Department of Labor, Department of Agriculture, Federal Se- 
curity Agency, Council of Economic Advisors, and the Housing and 
Home Finance Agency, all of whom will appear before you, or have 
addressed communications to your committee. 

Senator Fercuson. May I inquire, on page 5 you used this expres- 
sion: 


I am not in a position where I have personally reviewed the regular activities 
of these departments and agencies in relations to their defense functions. 
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Mr. Wiurson. That is right. 

Senator Frrcvson. Then you go on and tell us about their functions 
in defense. I wonder how we are going to get the correct picture as it 
relates to your work, which is really the defense problem. From 
whom are we going to get that, that is, as to what they are doing that 
has no relation to defense, and that which they are doing which re- 
lates directly to your problem. 

Mr. Wirson. To be perfectly frank with you, I am only interested 
in that part which relates to defense. 

Senator Fereuson. That is right. 

Mr. Wiuson. Those functions that they are performing we have 
reviewed and the budget has made careful checks on it, and we believe 
that the amounts of money they have said they need for the defense 
mobilization efforts is reasonable and right. 

Now, as to what is beyond that, 1 am not making a plea. For their 
regular operations, [ am not making any plea, because I do not know 
anything about it. I am just taking those items that are defense. 

Senator Fercuson. Have you reviewed the budget, estimates for 
their defense work? You see, I read that sentence to mean that you 
had not. You say: 

I am not in a position where I have personally reviewed the regular activities 
of these departments and— 

This is the part— 
agencies in relation to their defense functions. 


Mr. Sravurracuer. I think he meant really to underline, sir, the 
regular. He has not reviewed all the regular. He did not go over the 
pattern and requirements for defense effort. 

Senator Frrcuson. He uses the regular in relation to the defense. 
Mr. Wuson. I think that should be clarified. 
Senator Fereuson. You think that does not express what you had 

in mind ¢ 

Mr. Witson. It does not. The defense functions and the cost, we 
reviewed, but beyond that we did not go. 

Senator Fercuson. That clears that function. 

Mr. Witson. I think that was my intention, sir, but I do not think 
I stated it very clearly. 


DEFENSE MANPOWER PROGRAM 


The requirements of the defense manpower program are illustrative 
of the additional workload which mobilization has imposed upon 
these departments. As you know, the Office of Defense Mobilization 
is responsible for fixing policies in the manpower field and in other 
areas. Operating agencies carry on their activities within the frame- 
work of these polici ies. In formulating policies we are dependent 
upon the Department of Labor for collecting information concerning 
manpower. In addition, the Department of Labor implements the 
manpower policies we lay lown. That Department is also responsible 
for the operation of the State-Federal system of employment offices 
which, as a result of the defense program, carries the extra burden of 
procuring workers for defense plants. The regional and area labor- 
management manpower committees operate under its supervision. 
The Department’s activities in the field of apprenticeship training 











> 
v 


e 


JQ 5 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 735 


are obviously of importance to us if we are going to continue to pro- 
vide industry with a supply of persons in the skilled trades. 

Chairman McKetxar. What kind of training have you in mind? 
Would you mind explaining that? 

Mr. Witson. Training within industry; training of young men for 
specific jobs. Take in the case of a territory where there has been 
an influx of jet engine work. They have got to create specialists to 
handle these new machines and they just cannot get them out of the 
area. So they create them by getting young men, building up their 
skills for some particular job. 

Chairman McKe.iar. Can you get those trained ? 

Mr. Witson. Yes, sir. 

(Discussion off the record.) 

Chairman McKetxar. Proceed, please. 


STABILIZATION PROGRAM 


Mr. Witson. Let me turn now to the stabilization program. Our 
spending for national security is now at an annual rate of $40,000,- 
000,000. A year from now it will be at an annual rate of about 
$60,000,000,000. As we increase our expenditures we will be using 
even greater amounts of strategic materials for military needs. Thus 
with civilian goods in diminished supply and increased purchasing 
power in the hands of the public through governmental expenditures 
for defense, the absence of a strong stabilization program would indi- 
cate increased inflation, 

Through our stabilization efforts we have been able to maintain 
a fairly constant price level. We must continue this program not 
only as an immediate lid on inflation but also as a protection against 
future inflationary pressures. To do this we must, of course, have 
the personnel necessary to continue our efforts to round out the 
stabilization program. As you know, this program was initiated 
in November 1950 with an effort to hold the line through the volun- 
tary cooperation of industry. In the latter part of January prices 
and wages were frozen and immediate efforts were made to adjust 
the inequities created by the freeze. These adjustments required more 
personnel, and today as we move toward preparation of additional 
tailored regulations we will need a further build-up in personnel. 

Chairman McKetiar. Would not that be in large part a duplica- 
tion of our stabilization board we have created ¢ 

Mr. Witson. That is the Stabilization Board, sir. 

Chairman McKetuar. You are working with it and not in oppo- 
sition with it. You are it. 

Mr. Wiutson. That is it, sir. 

Senator Corpon. Mr. Chairman, may I ask one question? 

Chairman McKetuar. Yes, sir. 


ORIGINAL BUDGET REQUEST 


Senator Corpvon. I note that at the beginning of Mr. Wilson’s state- 
ment it says: “The original request for these agencies was $262,- 
000,000,” and as he goes through he indicates the amount that was 
requested for each of the agencies. My question is how much did 
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you ask for from the Bureau of the Budget which gave you 
$262,000,000 ? 

Mr. Sravurracuer. I do not have the figure here, but it was sub- 
stantially more. 

Senator Corpon. I would like to have the figure, Mr. Chairman. 

Chairman McKettrar. Will you telephone and get it? 

Mr. Sraurracuer. Yes, sir. 

Senator Corvon. And when you get it, get the breakdown for each 
agency, so we will have the amount that you felt you had to have, 
the amount that the Budget gave you, and the amount that it was 
reduced to by the House. 

Chairman McKe tar. Of course, we can understand the difficulties 
you have in your proposals, but we would like to have as many of the 
facts as we can get, and as you are so well putting them. I want 
to again compliment you on the way you are laying this out before 
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us 


Mr. Witson. Thank you, sir. 


(The information referred to is as follows :) 


1952 estimates, defense production activities 
































Agency Presidential 
Agency request . House action 
(revised) submission 

Economic Stabilization Agency: 
i os cach adits icine naam $886, 000 $650, 000 $345, 000 
Office of Price Stabilization _...........................- | 194,490,000 | 105, 500, 000 55, 788, 000 
Cae ok TRGe BNO a i ive ck ccd caccecnchnnn 18, 071, 500 16, 400, 000 8, 672, 000 
Wage Stabilization Board 27, 526,902 | 16, 154, 000 8, 542, 000 
Salary Stabilization Board.................--.-..-..---.-- 4, 432, 708 3, 126, 000 1, 653, 000 
BS UU ha bb Sb ck dictn phtcucdketccdeadsdosnveaeaabe 245, 407, 110 141, 830, 000 75, 000, 000 
Council of Economic Advisers_.............-...------2------ 75, 000 75, 000 0 
Defense Production Administration. _..................------- 3, 928, 000 3, 600, 000 _ 2, 800, 000 
Defense Transport Administration..................---...--.-- 3, 643, 493 2, 900, 000 2, 750, 000 
COR GE SPMD BECTON, oo on nk coke ccc dntenccpawenncs 2, 000, 000 2, 000, 000 1, 850, 000 
aera Meee ss ad ce ick 17, 574, 720 6, 314, 000 0 
General Services Administration __..................--.-.---- 18, 169, 700 12, 500, 000 10, 000, 000 
Housing and Home Finance Agency - - 2, 110, 000 1, 625, 000 0 
Department of Agriculture 5, 998, 740 5, 100, 000 0 
Department of Commerce 59, 174, 352 50, 400, 000 39, 450, 000 
Department of the Interior 9, 676, 200 7, 245, 000 0 
Department of Justice................- 545, 100 245, 000 0 
Department of Labor. ... bore) Ei tt. oh ae tas CR 5, 981, 900 3, 575, 000 0 
Small Defense Plants Administration............-....-.---.-- | 25, 000, 000 | 25, 000, 000 0 
Mgt hi ie st aa ied So tos | 399,284,315 | 262, 409,000 131, 850, 000 

ECONOMIC STABILIZATION AGENCY 


Mr. Wuson. In order to carry out this assignment the Economic 








Stabilization Agency requested $141 million but the House of Repre- 
sentatives allowed only $75 million. If permitted to stand, this appro- 
— would result in reducing the present staff of the Office of 

rice Stabilization from about 11,000 to approximately 7,500. This 
number is less than 40 percent of the personnel considered necessary 
to administer effectively the provisions of the Defense Production 
Act of 1950 exclusive of the additional requirements imposed by the 
recent amendments to the act. 
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WAGE STABILIZATION BOARD 


Similarly, the amount available for the Wage Stabilization Board, 
that is $8,672,000 of the total request of a little more than $16 million, 
would provide staff and facilities to process a much smaller portion 
of the workload. Delays in production would result from the im- 
possibility of keeping abreast of work necessary to the stabilization 
of wages. It would be difficult to formulate acceptable wage policy. 
Enforcement work would have to be at such a low level of activity 
that noncompliance would go a long way toward nullifying all 
stabilization effort. 


OFFICE OF RENT STABILIZATION 


The same problem exists for the Office of Rent Stabilization, the 
Salary Stabifieation Board, and the Office of the Administrator of 
the Economic Stabilization Agency; a cut of about 50 percent. 

There is no good alternative under which we could effectuate 
stabilization under the drastically reduced funds authorized by the 
House. Neither an attempt to carry out price and wage controls in 
a partial fashion, nor an attempt to control only fractions of the 
economy, would meet mobilization needs. This is a difficult enough 
job at best, but it becomes about impossible if severe administrative 
restrictions are imposed through lack of funds. 


NATIONAL SCIENCE FOUNDATION 


Likewise, 1 want to express my very real concern over the action 
taken by the House of Representatives in reducing the funds for the 
National Science Foundation from $14,000,000 to $300,000. 

Senator Tuya. Mr, Chairman, might I interrupt at this point? 

Chairman McKe.uar. Yes, sir. 

Senator Ture. I have two telegrams and a letter, ‘and a formal 
statement. The letter is from J. L. Morrill, president of the Univer- 
sity of Minnesota, referring to the National Science Foundation 
appropriation, and Mr. Chairman, this Dr. Morrill’s letter is a very 
intelligent letter in this respect relating to this fund. 

I would like, Mr. Chairman, with your consent, to have this made 
a part of the record, because here is a university of this Nation that 
does recognize the need to increase the recommendation of the House 
on this National Science Foundation Appropriation. 

Chairman McKetxar. Without objection, it is so ordered. 

Senator Tuygr. Then there is a telegram from C. H. Bailey, Uni- 
versity of Minnesota; he is Dean Bailey of the university farm, and 
he refers to it. And then there is a telegram here from E. W. Davis, 
of the University of Minnesota, and he refers to this fund in connec- 
tion with the taconite industry and its development. Of course, taco- 
nite is your low grade iron ore, and without iron ore we in this steel 
age would be certainly handicapped. 

I also have a statement of Prof. Lloyd H. Reyerson, professor of 
chemistry and head of the department of chemistry at the University 
of Minnesota, relative to the appropriation for the National Science 
Foundation. 

Mr. Chairman, I would like to have these two telegrams go into the 
record, along with the statement I have referred to. 
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Chairman McKetxiar. Without objection, it is so ordered. 
(The communications referred to are as follows:) 


UNIVERSITY OF MINNESOTA, 
Minneapolis 14, August 29, 1951. 
Hon. Epwarp J. THYE, 

United States Senate, Washington, D. C. 

DEAR SENATOR THYE: Our people here at the University of Minnesota are deeply 
concerned as to what the Senate will do with the National Science Foundation 
appropriation. We are tremendously discouraged by the action of the House 
Committee on Approprations, reducing the National Science Foundation budget 
request from $14,000,000 to $300,000. 

Ever since the war, the best scientific brains of the country have been mobilized 
to consider the future of basic scientific research in this country, as you know, 
and the outcome was the National Science Foundation plan. Our Association 
of Land-Grant Colleges and Universities, the National Association of State 
Universities, the American Council on Education, and many other organizations 
are unanimous in the feeling that the long-range interests, both for defense and 
for national development in the field of science, will be served by this enter- 
prise. 

The House action seemed to be premised on the theory that the operations of the 
foundation would not contribute directly to the defense effort—but everybody in 
universities knows that basic research will be the foundation of ultimate applied 
research for defense and that it must be carried forward unremittingly to safe- 
guard the future and the emergencies of the future. 

I do bespeak earnestly your interest in the situation and I know that our best 
scientific people at the university would want me to express the hope that the 
Senate can rescue the National Science Foundation enterprise. 

Sincerely, 
J. L. Morrity, President. 


STATEMENT oF Pror. Liroyp H. REYERSON 


My name is Lloyd H. Reyerson. I am professor of chemistry and head of 
the Department of chemistry at the University of Minnesota, Minneapolis, Minn, 

My interest in this bill derives directly from its importance to national sur- 
vival and defense. I was a lieutenant in the Chemical Warfare Service in 
the United States Army during World War I. I was chairman of the scientific 
advisory committee to Minnesota war industries during World War II and 
have been chairman of the Minnesota-North Dakota Resources Development 
Commission since 1944, 

I am most earnest in my support of the appropriation for the National Science 
Foundation. First-hand experience has shown me how vital this institution is. 

National survival today depends on science to a degree which could not have 
been foreseen 50 years ago. The development of new weapons, the discovery 
of new sources of energy, the essential fundamental research and the practical 
application of the results of that research are among the most acute of our 
problems now. That nation will survive which is able to maintain its lead 
in the sciences. We have led since World War II. Our efforts already have 
slackened to our own great peril. 

The most telling demonstration of what science can do is provided by Germany. 
Germany in 1914 was a relatively small nation with poor natural resources, 
but it led the world in physical sciences and held most of Europe in its economic 
hand. Its leadership in science brought it to within an ace of winning the 
First World War. ; 

Even in defeat, so great was the momentum that during the decade of the 
1920’s the Germans made a remarkable recuperation and had gone a con- 
siderable distance in recruiting a new scientific establishment. This despite 
the fact that during the same period the United States was making the greatest 
scientific advances in its history. In fact the United States was only able to 
eatch up with fundamental science in Germany because of this country’s late 
entry into World War I. 

The Nazis killed science in Germany. The high command of the German 
Army, which attempted desperately to maintain its political independence, man- 
aged somehow to keep going. But the crucial element was in science—in the 
laboratories and the schools. Because of their racial theories, the Nazis either 
killed or drove from Germany the Jewish scientists and scientific students. That 
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eliminated one resource. Then, incessant propaganda for the youth movement 
and party participation funneled the young people of Germany away from 
fundamental training in the sciences. 

The result was that German science was almost paralyzed. In the United 
States scientific advance had reached a point where the junction of freedom, 
scientific knowledge, and money made possible the atomic bomb, radar, and a 
multitude of other devices and techniques. 

These scientific exploits of 1940-45 are already ancient history. The pro- 
cession moves ; we must keep ahead. 

The first critical question with us now is fundamental research. We must 
have it, for upon this fundamental research every advance in applied science 
depends. In the United States this research has to be carried on in the basic 
research laboratories, most of which are in the universities. 

The advancement of science has meant that this basic research is ever more 
complex and hence increasingly expensive. The laboratories desperately need 
the help from the National Science Foundation in order to carry on. This help 
must be unhampered and the support continuous. 

The second type of support is the scholarship money to pay for the training 
that brings us the scientific brains. The golden time for us in a scientist’s life is 
the early years of his career. There are, of course, exceptions, but much of the 
critical scientific work may well be done by men before they are 30. 

We need the money to catch the promising young people at 18 or thereabouts 
and keep them going until they are ready to produce. There must be a steadily 
oncoming supply of trained scientific workers or the whole structure collapses. 

Today due to unsettled world conditions and the policies of draft deferment, 
too few students of top-flight capacity are entering our colleges and universities 
with the objective of becoming scientists. There is ample evidence that we do 
not graduate more than about 75,000 high-school students of this high capacity 
per year. We must save as many of these as possible for science and other 
fields demanding such ability. Here is where scholarship money on a national 
scale is essential. 

There are two other points which I am in duty bound to mention. 

(1) There is the fear of the betrayal of scientific discoveries to Russia. The 
conviction of the Rosenbergs, of Klaus Fuchs, the flight of Pontecorvo to Russia 
come to mind. Other instances could be given. This danger exists and must 
be dealt with. I cannot believe that American ingenuity will fail to solve this 
security problem. I would most certainly urge that short shrift be given to any 
American scientific worker found dabbling in Communist-front politics. Never- 
theless we must not let the fear of leaks hold back the work. Proper security 
precautions do not mean killing the laboratories and stopping fundamental 
inv estigations. 

(2) There is a widespread dread in the United States of further concentration 
of power in the Federal Government. I share that dread. One of the argu- 
ments that has been made against the National Science Foundation is that, 
dependent as it is on Federal appropriations, we run the risk, somehow, of even- 
tual paralysis at the hands of the bureaucracy. I know that the risk exists, but 
I believe that the risk must be taken. My belief is that, today, this support of the 
laboratories must be forthcoming or we take the chance of losing all. The 
Congress can wisely provide the safeguards necessary for the maintenance of 
freedom in scientific training and research. I most earnestly urge that this 
appropriation be favorably reported to the Senate, and in the amount recom- 
mended by the Bureau of the Budget. 


—_—_—_-— — 


i St. Paut, MINN., August 28, 1951. 
Senator Epwarp THYr, 


United States Senate: 
Respectfully suggest that best interests of country would be served by a more 


reasonable adequate mentteeintion to national science board than provided in 
House bill. 


C, H. BarILey, 
University Farm. 
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MINNEAPOLIS, MINN., August 29, 1951. 
Hon. SenaTor Epwarp J. THYE, 
Senate’ Office Building: 

In the supplementary appropriations bill there is an item of $14,000,000 for 
the National Science Foundation which the House cuts severely. It is very 
important that the full $14,000,000 be granted because this money is used to 
support the basie research upon which all of our applied research and scientific 
progress is founded, Anything you can do to secure this appropriation will be 
greatly appreciated by those of us who understand the national need for the 
support of those fundamental scientific investigations. It is only because of the 
basic knowledge developed by fundamental research that our new taconite 


industry can be developed. 
BEB. W. Davis, 
University of Minnesota. 


PROGRAM OF SCLENCE FOUNDATION DISCUSSED 


Chairman McKerxiar. I may say that the witnesses from the 
National Science Foundation will appear before the committee. I 
might say I have gotten hundreds of telegrams about it. 

Senator Corpon. Mr. Chairman, I have been one of those who set 
up the original National Science Foundation. I was very much 
interested in it, and still am, to the extent that when the House took 
this action, I had a conference wih the Director of the Foundation, 
and I have a number of letters and telegrams 1 will present at the 
appropriate time, all resulting from that conference. 

I want to say, Mr. Chairman, that unless the National Science 
Foundation comes up here with a better program than it had when 
I went over it shortly after the House action, I shall not be inclined 
to raise the House action very much—$14,000,000 to that organization 
at the time the House acted on it would have been a $14,000,000 blank 
check. They did not have a program. When I talked to them they 
did not yet have a program. They are going to have to come up here 
and justify a program on a practical basis. I hope there are better 
justifications for the others that are being appealed here than that 
one. 

Chairman McKetxar. I want to say for the witnesses of yesterday, 
and the witnesses of today, that we have learned a great deal about 
this that we did not know before they appeared. They have certainly 
studied their problems and we are glad to have them before us. Now, 
will you proceed, please, sir. 


BASIC RESEARCH PROGRAMS 


Mr. Wixson. The funds requested by the Foundation would be 
used for the purpose of strengthening our basic research programs 
throughout the Nation, and for the purpose of encouraging talented 
young men and women to pursue oratinite work in the field of science. 
We are confronted with more serious shortages in the scientific, 
technical, and engineering fields than in any other area of our defense 
program. The program contemplated by the National Science Foun- 
dation would help us to tackle a problem that must be dealt with in 
a vigorous manner. 


SMALL DEFENSE PLANTS ADMINISTRATION 


There is another problem which I would like to call to the attention 
of this committee. In order to establish the Small Defense Plants 
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Administration, created by the Defense Production Act Amendments 
of 1951, a request was made to the House committee for $25 million 
which was half of the authorization included in the act. This request 
was denied because the committee did not believe that funds should 
be appropriated prior to the formation of an organization and defi- 
nition of its program. 

Senator Marsan. May I add something there? Having been 
the chairman of that committee when we passed this act—and I 
say this in all respect—they likewise do not have a program, to the 
best of my knowledge. I do think this—and I mean no criticism what- 
soever about the situation—nobody has been appointed as yet to head 
up the program. I do think somebody should be appointed. I do 
not have anybody in mind, and I do not know whom they intend to 
appoint. I think some program should be set up because I am certain 
that the majority of the Senate signed the bill. We carried the bill 
into conference and worked out the ideas in conference, but nothing 
has been done. Senator Saltonstall brought that up the day before 
yesterday, and I was one of the coauthors of the bill. They have not 
done ns and that is why I think the House acted as it did. 
Congressman Patman and other Members of the House were adamant 
in their committee, as we were. I hope they will expedite it in setting 
up an organization so we will not have to give a blank check, as Sena- 
tor Cordon stated in the other instance. I know the committee wants 
something, but it wants it definite. 

Chairman McKetxar. I know you understand that we want to 
help in every way in the world we can, but we want the facts so we 
can back it up on the floor. 

Mr. Wirson. It is going to take some time to appoint somebody and 
get a program. 

Senator Maysank. I think the Commerce Department, which testi- 
fied on the National Production Act, has a small business representa- 
tive in every section of the country. I remember this year Senator 
McCarran fought an appropriation bill for the Commerce Depart- 
ment and they have some nucleus from which they can build, in my 
judgment. 

Mr. Wirson. That is right; they have. Does not the law require 
that it be a separate agency and not use that organization? 

Senator Mayspank. It requires it to be separate agency. I cannot 
speak for the Congress, but it was thought for sometime that that 
agency might be used as a separate organization, without personnel 
disruption and so forth. 

Mr. Wuson. I understand, Senator, you cannot do it under the 
law. 

Mr. SraurracHer. You can use the services of other organizations. 

Senator Maynank. That is what I mean. You can use the services 
of people who were working for a year. You would have to call it 
something else. 

Mr. Wison. But you have to appoint somebody at the top. 

Senator Maygank. That is right, but you have to use the services 
of the people in Commerce, and not set up another office. 

Mr. Wirson. I am for that. 

Senator Maysank. I think that is the way the conference felt 
about it. 
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AMOUNT FOR SMALL WAR FUANTS CORPORATION 


Senator Corpon. I feel that until we have an organization nobod 
can even hazard a guess as to how much money is going to be needed. 
Certainly there needs to be money now with which to form an organ- 
ization, but certainly $25 million ought to be enough to do that. 

Mr. Witson. This is about half of what was in the bill. 

Senator Corvon. That is right. Twenty-five million dollars is cer- 

tainly enough to set up a head operating machinery of an organization 
like that and then come to us and indicate what their program is, 
and how they are going to work it out. Then will be time enough to 
furnish money. 

Mr. SraurracuHer. Senator, I appeared before the House Appro- 
priations Committee with this item and our request was just for 
something to get started on. We had frankly taken merely half of 
the authorization as a working fund and had expressed the hope for a 
$2.6 million administrative limitation, which was about a quarter 
of the size of this outfit in the last war. The House committee said, 
“Couldn’t you do this on an emergency fund grant to get the organ- 
ization started?” I generally agreed that we could. 

With the passage, however, of the independent offices appropria- 
tion bill, there is a section in that bill which says that any project 
that has been presented to a committee of either House and has been 
turned down by them cannot then be financed from the President’s 
emergency fund. 

What we wanted to call to the attention of this committee was that 
situation—that we cannot now use the emergency fund to start this 
agency as we have started many agencies. I am certain as the Budget’s 
witness there that there is no magic on this $25 million. The only 
thing we wanted was some token amount because now unless we find 
moneys in some rather devious manner, I do not know how we can 
appoint. 

Sens ator Corvon. You should not hunt for it in that way. My guess 
is that this committee, having served on it for many years, would 
be inclined to go to a Teasonable place in giving you organizational 
funds if you will indicate the amount of or ganizational funds that 
are needed, and that even before you got the or ‘ganization skeletonized. 


HOUSE COMMITTEE REPORT ON SMALL DEFENSE PLANTS CORPORATION 


Chairman McKetuar. Here is what the House said about it: 


The committee considered an estimate in the amount of $25 million for the 
Small Defense Plants Administration. This agency has not yet been formed, 
having been only recently authorized by the amendment to the Defense Pro- 
duction Act. Until such time as an organization is formulated with definite 
responsibilities, properly coordinated with the existing small-business func- 
tions of the other governmental agencies, especially the Department of Com- 
merce, the committee does not believe that funds should be appropriated for 
its activation. 


Now, it is easy to see that is good sense. 

Senator Maypanxk. May I add this: This thing was rather hap- 
hazardly passed, as the committee of Congress knows, because the 
bill did not have hearings. They presented the bill as an amend- 
ment to the National Production Act, and I believe I asked Mr. Wilson 
for his comments on it. I know I asked Secretary Marshall. They 








er 


a- 
ct 
en 
t’s 


at 
Lis 
t’s 
Ly 
nd 
an 


ld 
val 
at 


the 
ed, 
ro- 
ite 
nec 

m- 
for 


yp- 
he 
\d- 
on 


ey 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 743 


pointed out some very bad features of the act; that is, how that 
interfered in other people’ s business in Commerce and in the Defense 
Department itself. I think you gave me 10 reasons. 

Mr. Wuson. That is right. 

Senator Maypank. That is why when we put it in conference we 
had the House language in it. We tried to get the thought over that 
when you had the Commerce office to do the work, there is no point 
in setting up another office to do the same work in the same town. 

Senator McCarran made a great fight on this. What the House 
says is correct. There are a lot of flaws in this. As a matter of fact, 
we completely rejected it in the Senate Banking Committee, and 
they put it up on the floor. We had no hearings « on it, and we did 
not duplicate to the tune of $25 million in every section of the country 
where Mr. Sawyer set up an agency to help small business. 

Chairman McKetiar. There is one other thing I would like you to 
consider. I have received just baskets full of telegrams and letters and 
a lot of telephone calls to be certain to vote for this appropriation. 
Now, that looks to me as if somebody here in Washington was activat- 
ing that situation. I hope you would not do that. I know you would 
not. I know these gentlemen under you would not do that. You 
have made a great impression on me already, and I just believe from 
what I have seen that you are a man that would never do a thing 
like that, and I wish you would look into it and see who is doing it. 

(Discussion off the record. ) 

Chairman McKetiar. Mr. Wilson, will you proceed, please? 

Mr. Wuson. Mr. Chairman, may I give you some figures that 
might be interesting to you on this ‘small-business question over-all? 

Chairman McKettar. We would be glad to have it. 


PERCENTAGE OF DEFENSE CONTRACTS GIVEN TO SMALL BUSINESS 


Mr. Wuson. I only have the figure up to April because it takes 
quite awhile to get the statistics in, but in April small business—that 
is, firms with fewer than 500 employees—got 28 percent of all prime 

contracts, about as high as the peak figure in World War II. 

Senator Maypanx. Mr. Wilson, may I also state for the record 
that you have assigned a gentleman, Mr. Pritchard, to do nothing but 
that job, and he is doing a good job on it. 

Mr. Wutson. This was a big jump from the 17 percent in January. 
By May the figure had fallen again to 21 percent. This was due al- 
most entirely to the pickup in large-scale aircraft production. 

Senator Corpvon. May I ask what you are reading from. I notice 
the word “secret” on the back of it. 

Mr. Witson. It is. This is a report I make to the President of the 
United States every month. 

Senator Corpvon. I asume it is so secret that the members of the 
committee could not have a copy of it? 

Mr. Witson. I do not know. This is something I was requested 
to prepare for the President and so marked it. 

Senator Corpon. Would you determine whether the committee 
might have an opportunity to look it over because to me it carries 
the vital information that this committee needs. 


Mr. Wuson. I will find out. 
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Senator Corpon. The figures read by Mr. Wilson indicate what 
to me is the great lack that we have always had, and that is a factual 
progress report of what is being done, where it is doing an excellent 
job, where yet is has to be able to do the job it wants to do, tied in 
with experiences in another war that was so recent that those , 
riences are vitally necessary, and the full value of them is needed if 
we are going to do a good job now. 

Mr. Wirson. Yes. We do send up the quarterly report which con- 
tains the consensus of the monthly reports. We do send that up to 
the Senate. 

Chairman McKettar. I do not think the President will object 
to that. 

Mr. Witson. I have no idea he will, but I do not like to move unless 
I am told, sir. 

Senator Corpon. Certainly. We can understand that. 

Mr. Witson. May I go ahead, Mr. Chairman ? 

Chairman McKetxar. Go right ahead. 


GENERAL PROVISIONS 
APPROPRIATION RESTRICTION ON INFORMATION PROGRAM 


Mr. Wusown. Finally, let me call your attention to two general 
provisions in the act which would be most harmful to the defense 
agencies. 

The provision in section 1314 of the House measure, by restricting 
funds available for compensation of persons performing domestic 
information functions, would create a grave problem in both the pro- 
duction and stabilization programs. The agencies must have per- 
sonnel widely experienced in quickly and accurately informing busi- 
ness, labor, and all segments of the public directly and indirectly 
affected by the defense effort, of necessary actions and procedure. 
This is particularly important to a proper understanding of the pro- 
grams and to the continued cooperation of industry, labor, and 
agriculture to meet the Nation’s production goals. 

If the provision concerning funds for information functions is to 
be interpreted as restricting funds for this activity to an amount not 
in excess of 50 percent of the budget estimate, the administration 
of mobilization programs will be handicapped and the enforcement 
of regulations made more difficult. Most American businessmen 
want to cooperate with the mobilization effort. However, they can- 
not be expected to cooperate unless they have sufficient information 
concerning regulations and orders of the various mobilization agen- 
cies. A reduction in funds for informational purposes will impose 
additional enforcement problems which will result from inadequately 
understanding the regulations. It will also result in operating em- 
ployees spending more and more of their time explaining these 
regulations. 

In my opinion, the key to a successful mobilization effort is the 
cooperation of the American people. We cannot expect to enlist that 
cooperation unless the people are fully informed of the purposes and 
progress of defense mobilization. In order to jsogiistiak this, we 
need not only the regular informational services of the agencies but 
also a broader program. 
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REQUEST FOR PUBLICATION OF STORY OF DEFENSE MOBILIZATION 


In this connection, I requested and the House of Representatives 
authorized the expenditure of $500,000 to permit us to take the story 
of defense mobilization to every part of America. As a major activity 
under this program we hope to enlist the voluntary services of na- 
tional organizations. We would forward through these organiza- 
tions and committees factual information concerning defense mobil- 
ization for dissemination through voluntary speakers and by other 
means. We would also have volunteers distributing defense mobiliza- 
tion information in many of the cities and towns of America. A small 
staff would be required for writing and distributing such information 
and for — the correspondence connected therewith. The entire 
program would be nonpartisan and nonpolitical. 

Chairman McKetiar. Right there, may I ask you what would you 
call a small staff ? 

Mr. Witson. I think it would take up to approximately 20 people 
to do the job. 

Chairman McKetrar. Thank you, sir. 

Senator Corvon. That has to do only with the writing and distribu- 
tion of this information that you want spread out over the country ? 

Mr. Witson. That is right, sir. That is the staff I have in mind. 


INTERPRETATION OF HOUSE AMENDMENT 


Senator Corvon. I may say, Mr. Chairman, that I am not at all 
certain of what the House was driving at with respect to section 1314. 
They did not refer to the budget estimates at all, and if we take it as 
written the agencies can spend half of their total appropriation for 
public information—I doubt that the House meant that—certainly 
the language is going to have to be clarified in any event, and it may 
be that we ought to have additional information later from the special 
defense agencies as to what their requirements are in order that they 
may have the staff that I am quite sure they must have. 

Chairman McKetxar. Section 1314 reads: 

Any funds provided by this act shall not be available for the compensation of 
persons performing domestic information functions or related functions in 
excess of 50 percent per annum of the amount povided herein. 

What does that mean, Senator? 

Senator Corvon. That is just what I was discussing. I do not 
know. 

Chairman McKettar. Have you any idea what it means, Mr. 
Wilson ? 

Mr. Wirson. No, sir; I do not. 

Chairman McKettar. It was placed on the floor by Mr. Smith 
of Wisconsin. I know he must have had a good reason for placing 
it in there, but I am just wondering what it is. What would be its 
effect? I do not want you to criticize any Member of the House at 
all, but what would be the effect on your proposal ? 

Mr. Sravrracuer. The general interpretation has been that if the 
agency asked for a certain figure for public information work, this 
amendment was meant to cut that figure in half. That has been the 
general interpretation. That is the effect against which Mr. Wilson’s 
statement is directed. 
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Senator Corpon. If that be the case, and the particular budget 
estimate in which there was an informational factor involved was 
cut in half, then section 1314 would again cut that in half and you 
would have 25 percent in place of 50. 

Mr. Witson. That is correct. That is the way it would work out. 

Senator Corpon. Clarification is clearly needed. 

Chairman McKeriar. Mr. Wilson, would you see how the Con- 
gressman explained it, because I am sure he explained it. 

Mr. Sraurracuer. There was little discussion on the floor on the 
‘amendment. 

Senator Exienper. This is not a supplemental appropriation as 
far as Mr. Wilson’s organization is concerned, so therefore section 
1314 would not apply. 

Mr. Wiutson. May I go further, sir? 

Chairman McKetxar. Go right ahead. 


SALARY PAYMENT RESTRICTION 


Mr. Wuson. In my opinion, section 1313 of H. R. 5215 would also 
impede the progress of the mobilization effort. Although the section 
does not apply to new agencies created under the Defense Produc- 
tion Act, it would limit the payment of salaries by mobilization 
agencies created within old-line departments to the average rate pro- 
vided in the appropriations of the Department. Under this section 
the National Production Authority would be required to maintain 
the average salary rate of the Department of Commerce, that is 
$4,391, whereas the average rate in the National Production Au- 
thority is now $4,914. Similarly, in the Department of the Interior 
the average rate is $3,769, and the average for the defense agencies 
in the Department is $5,240. 

Although I appreciate that this is an economy measure, it would 
seriously hamper our activities if we were unable to hire the special- 
ized personnel required to do the mobilization job. The defense agen- 
cies are staffed with many experts from Government, labor, private 
industry, and the professions. They are primarily concerned with 
defense production and program development and with important 
and-often urgent decisions in connection with actions arising within 
these programs. While secretarial and clerical assistance is needed, 
there are substantially fewer operating employees of the type found 
in the regular agencies. 

Senator Corvon. That is the key to the whole thing right there in 
that statement. 

Mr. Witson. I think it is the question. 

Senator Corpon. I rather apprehend, Mr. Wilson, that if you took 
the expert help in the departments and compared them with your 
expert help, there would not be a great deal of difference. 

Mr. Witson. I think there would not be, sir. 

Senator Corpon. It is only when you take that vast group in perma- 
nent departments who have routine work and whose average is away 
down and marry them with the experts, and when they expect you 
to take that level, you are in a bad way. 
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NEED FOR HIGHER-THAN-AVERAGE PAY FOR DEFENSE EMPLOYEES 


Mr. Witson. We are really only hiring these people in effect on a 
temporary basis. We want certain skills and you really have to go out 
and pay far more than the average, with a lot of stenographers and 
all tossed in to make that average, than these old-line agencies have 
to do. 

Generally, larger, lower-graded operating and clerical staffs are 
not required to conduct the defense programs. Furthermore, this 
section appears directly opposed to the policy of the Classification Act 
of 1949 under which individual positions with their duties, responsi- 
bilities, and qualification requirements are established and classified. 
Accordingly, I believe that this section should be deleted. 

The mobilization job has now reached the stage where we can bring 
the engineering efforts, portions of the expansion program, and many 
other activities to fruition in the form of more and more production. 
However, unless we have the staff to break the many bottlenecks which 
arise to plague our production efforts, we will be unable to meet our 
schedules for aircraft, tanks, guns, and other military items. The 
increased attention being given to the production has required us to 
reemphasize the job of the Production Executives Committee and the 
Aircraft Production Board to consider current production problems 
and nip potential future bottlenecks. Because of the need to en- 
courage the development of 1netals, minerals, and other materials we 
have established a separate agency to purchase and make commit- 
ments to purchase them. The allocation of materials, the programing 
of requirements, the development of scarce materials, the manpower 
program, our efforts to maintain a stable economy, and the other 
mobilization programs, are all pointed toward achieving maximum 
production. These functions, which are vital to mobilization, require 
the minimum services we have asked for in our original appropriation 
request. 


COMPARISON OF PERSONNEL WITH WORLD WAR II ORGANIZATION 


At present we are exercising practically all the powers and authority 
which were utilized during the last war. At that time the production 
and stabilization problem was not as difficult because we had the vigor- 
ous cooperation of every American on the home front. To do the job 
then we had, exclusive of rationing, over 50,000 people. Under the 
appropriation we seek, we would have approximately 38,000 people to 
accomplish what in these times is, I believe a more difficult task. 

Your committee in voting a $61 billion defense bill has added to our 
mobilization problems. If approved, the authorization of $5 billion 
for the development of new weapons and the building up of aircraft 
to carry them would open a new vista of engineering, material, man- 
power, and production problems. It is apparent that these new 
weapons and the sridreatil eiaind for aircratt must be translated into 


production as promptly as possible. The $262 million which we seek 
is a very small sum with which to protect the investment of $61 billion 
which this committee is making in the security of the Nation. 

Senator Youne. This additional 5 billion that you speak of for the 
Air Force appropriation, that was tied down specifically to the Air 
Force ¢ 
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Mr. Wuison. Yes, sir; that is right. 

Senator Youne. I think you will find it is all for airplanes. 

Mr. Witson. It is all airplanes, sir. 

Senator Younc. Yes. Some of the news stories were not quite 
accurate. 


RESTORATION OF FUNDS REQUESTED 


Mr. Wuson. I only know what I read in the paper, but even $5 
billion more aircraft is going to give us headaches. 

Without the funds we request there will be many unforeseen and 
untimely wastes and delays which could otherwise be avoided. I, 
therefore, urge you to restore the funds we seek for operating expenses. 
As I indicated in my opening remarks, full restoration of these funds 
is most desirable and restoration at least to the extent of the House 
committee action, and beyond in those instances I have mentioned, is 
imperative if we are to meet our present defense mobilization goals 
and, if in accordance with the will of your committee, expand them. 

Few will deny that building America’s might—furnishing military 
equipment for our Armed Forces and those of our allies; providing 
for increased capacity to meet the needs of our growing civilian popu- 
lation; and, if necessary, meeting the requirements of all-out war— 
is the most important challenge which faces America today. This is 
the job of all of us and one which requires courage, cooperation, and 
great effort. Our goals are great. The stakes are high. This is a time 
when a dollar well spent now may save the expenditure of countless 
dollars—and even lives—later. I strongly urge you to give us the 
appropriation necessary to carry out a vigorous administration of our 
mobilization program. 

Chairman McKeutxar. Any further questions? 


WORLD WAR II HISTORY OF STABILIZATION-MOBILIZATION CONTROL PROGRAMS 


Senator Corpon. I have just one, Mr. Chairman. It has been in 
my mind for some time. I recall that following the close of World 
War II, this committee was requested to furnish or to recommend the 
furnishing of funds for the writing of a history of the stabilization- 
mobilization control efforts of World War II. My mind is not clear 
as to the amount of funds that were furnished. I would like to know 
whether that work was ever done, and whether it is now available to 
your people in their setting up of their machinery at this time? 

Chairman McKetxiar. Can you give us the information ? 

Mr. Witson. Yes. 

Mr. Sraurracuer. Specifically, sir, the over-all volumes which 
were prepared under the group in the Bureau of the Budget have 
been published. They were published:some years ago. Then there 
have also been published some of the individual volumes on the War 
Production Board, and on the OPA and so on. What we have been 
doing, that has been of real value in this current effort, is bringing 
out chapters on these individual industry divisions which we have not 
published, but have mimeographed and put paper backs on. For in- 
stance, just last week one of the new men who has come in read the 
history of the Machine Tool Division of World War II. It had been 
very enlightening to him because of the similar problems and further- 
more he got the names of 50 men that were involved, and he picked up 
a couple that he was going after. 
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Senator Corvon. I am glad to know that. I was one those who be- 
lieved at that time that the job ought to be done, and if it was done 
and is now available and being used, I am happy to know it. 

Mr. Witson. We are trying in a very minor way to start it again 
for this operation. 

Senator Corpvon. It is good not only to tell you what you should 
do, but what you should not. 

Mr. Wuson. I think that is right. 

Chairman McKetuar. Any other questions ? 

Senator Youne. I would like to make this observation. In the 
event of bombing of this Nation, I do not think that many people 
realize that our agriculture is almost entirely mechanized and any 
disruption to fuel supply to farming might mean the loss of an entire 
crop. That is a situation which Europe has never faced because 
there it is almost entirely horse and ox farming. 

Mr. Wirson. That is right. 

Senator Younc. It is really a serious situation if fuel supplies 
alone were disrupted. 

Mr. Witson. There is no question about it. 

Chairman McKe iar. Are there any other questions, gentlemen ? 
lf not, it is 20 minutes to 1, and we will have to take a recess until 
2 o'clock. 

AFTER RECESS 


Derense Propuction ADMINISTRATION 


STATEMENTS OF MANLY FLEISCHMANN, ADMINISTRATOR; WIL- 
LIAM A. MURPHY, ASSISTANT ADMINISTRATOR FOR ADMINIS- 
TRATION; PHILIP G. ASHER, DIRECTOR, BUDGET AND MANAGE- 
MENT DIVISION; AND GEORGE J. FROELKE, CHIEF, BUDGET 
BRANCH, BUDGET AND MANAGEMENT DIVISION 


DISTRIBUTION OF MATERIALS AND FACILITIES IN MOBILIZATION PROGRAM 


Chairm McKetiar. The committee will come to order. 

Our first group of witnesses this afternoon is from the Defense 
Production Administration and we shall be glad to hear from Mr. 
Fleischmann. 

Mr. Fietscumann. Mr. Chairman, I am appearing as Adminis- 
trator of the Defense Production Administration. As you know, 
that is one of the two agencies that we try to operate jointly in the 
distribution of materials and facilities, in the interests of the mobili- 
zation effort, the other agency being the National Production 
Authority in the Department of Commerce. 

As I understand it, the hearing today is restricted to the Defense 
Production Administration, although, because I try to operate the 
two jointly, I may have to say something about the affairs of the 
National Production Authority. 

Chairman McKetwar. You just tell us what you want us to know. 

Senator Maysank. May I ask Mr. Fleischmann to state his posi- 
tions in both of these authorities? 

Mr. Fixeiscumann. In the first place, I am Administrator of the 
Defense Production Administration, a position I have held since 
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the early part of July when I was confirmed by the Senate in that 
position. 

That is an independent agency, operating, however, under the gen- 
eral direction of Mr. Wilson. In addition, I am Administrator of 
the National Production Authority and have held that position since 
approximately February 5. 

The National Production Authority is within the Department of 
Commerce, and that is an appointment made by the Secretary of 
Commerce. 

Chairman McKetiar. What were your duties in that last position ? 

Mr. Fixiscumann. I still hold that position, too. I hold both 
positions, Mr. Chairman. 


FUNCTIONS OF DPA 


Chairman McKetxar. Tell us what the duties of the first one were. 

Mr. FieiscHMann. The duties of the Defense Production Adminis- 
tration are, generally speaking, the planning of the production side 
of the mobilization effort. It is the policy-making and programing 
end of the operation, in which the various requirements for metals 
and other short materials are brought together from all parts of the 
Government and industry and the military machine, and they are 
put together in the light of the available supply of those materials, 
and a program emerges which we then try to follow. 

Chairman McKeiiar. What was your business before you came 
with the Government last February ? 

Mr. Fie1scHMann, I was in private life an attorney in Buffalo, 
N. Y., and had been since the end of the war. During the war I was 
assistant general counsel of the War Production Board and later on 
a naval officer. 

Senator Maypank. Now, this of which you speak, of course, is in 
Mr. Wilson’s section ¢ 

Mr. Fieiscumann. Yes. Generally speaking, the Defense Produc- 
tion Administration is under Mr. Wilson, who is the boss of the 
mobilization effort. Mr. Wilson, you might say, in a way, has two 
deputies, one in the production field, the position that I hold, the 
other in the stabilization field, with Mr. Eric Johnston in that general 
field. Mr. DiSalle works under Mr. Johnston in the price field. Mr. 
Johnston has both price and wages, and Mr. DiSalle has the price 
end of it. 

Now the National Production Authority, which is in the Commerce 
Department, is the operating agency which has the actual distribu- 
tion of the metals and the rubber and the chemicals, and all the rest 
after the general programs and policies are determined by the De- 
fense Production Administration. It most nearly represents, I would 
say, the old War Production Board, in the war days. 

Senator Maysank. Now we had some testimony here this morning 
by Mr. Wilson. His thoughts were that we should keep it that way; 
that is, not change it at this time. My understanding was that not 
only would it be for more efficiency, as Mr. Wilson said, but for some 
saving in money. 

Mr. FierscHMann. I have thought, Senator Maybank, that the 
two agencies, the Defense Production Administration and the Na- 
tional Production Authority, should be put together. I have urged 
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that many times and I would not change my view on that now; it is 
too late in the game. 
Chairman McKe.iar. How many employees does each agency have? 
Mr. Fieiscumann. The Defense Production Administration is the 
smaller. 
PERSONNEL 


Chairman McKetxar. That is your organizaiton ? 

Mr. FixiscuMann. That is. We have approximately 415 employees 
at the present time. The National Production Authority, which is 
the large operating agency, has just under 5,000. 

Now, those two agencies together could be compared with the old 
War Production Board which, at the height of its operations, had 
something over 20,000 people. 


COMPARISON WITH WORLD WAR II PRODUCTION ACTIVITIES 


The principal difference between the War Production Board set-up 
and our present set-up is, first, that these two agencies are separated 
which, I think, is a mistake, and secondly, we have parceled out some 
of the authorities, like, for example, the Defense Electric Power Ad- 
ministration, which is in the Interior Department; the Housing Au- 
thority, which is in the Federal Housing and Home Agency. 

Chairman McKetiar. Who has charge of the Defense Electric 
Power Administration ¢ 


COORDINATION OF POWER PROGRAM 


Mr. Fietscumann. The Defense Electric Power Administration is 
under Secretary Chapman, in the Interior Department, and is headed 
by aman named Fairman, who is a man from the private utility field. 

Chairman McKettar. What is the relationship of your agency to 
that.? 

Mr. FietscuMann. We have this relationship: As the Defense Pro- 
duction Administrator, I have the general policy direction and contro! 
of those various agencies, whether they happen to be in the Interior 
Department or Commerce Department. 

Let me give you the kind of example about what you are asking. 
If you are going to have a new atomic energy plant, for example, such 
as the one at Savannah River, there has to be a central point in the 
Government where you can see to it that not only the steel, copper, 
and aluminum are provided for that plant, but the electric pow er and 
the petroleum and all the other things, the fuels that go to operate 
a vast plant like that, are provided. 

Now, the theory of the Defense Production Administration is that 
there should be a central point, subject only to Mr. Wilson’s direction, 
where those policies can be provided and that direction given. We had 
the same thing in the War Production Board in the so-called Office of 
Program Requirements, and this is the same kind of operation. 

Now, what has happened in the operation, as it was reduced by the 
House of Representatives, is this: I told them that since I had “been 
appointed to both positions, I intended to get the maxmum economy 
that I possibly could through trying to operate the tvo agencies, the 
National Production Authori ity and the Defense Prodvetion Adminis- 
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tration, pretty much as a unit, to the fullest extent that I could, and 
I do intend to do that. 


PERSON NEL REQUESTED 


Nevertheless, of course, since they are two separate legal entities, 
I do not have complete interchangeability of personnel. What has 
been done is this: I told the House Appropriations Committee that I 
felt we could operate with approximately 420 employees, which is 
just about what we have now. I think as of today we have about 
415 

Chairman McKetzar. You could operate both? 

Mr. FLeIscHMANN. No; that I could operate the Defense Produc- 
tion Administration with about 420 employees without any increase, 
despite the fact that obviously the military program is growing very 
rapidly. The House action would reduce that number, which we 
have only just attained, about—down to about 295 people, and I will 
say frankly I have no idea how we could handle a cut of that size. 

This agency, I think Mr. Wilson testified—and it is obvious—is the 
center of the production operation. It is the planning and program- 
ing operation and I do not believe that the House of Representatives 
intended, in any manner, to cripple the operation, but they thought 
perhaps more of this could be shifted to the National Production Au- 
thority. 

Now, I have very great difficulty in figuring how that could be done, 
because I have already, as I said, put a lid on both agencies, and do 
not believe that it will be necessary to make any substantial increases 
in either. But the fact of the matter is that we are now doing the 
job that was done in the war by the War Production Board, with some- 
thing like a third of the people that they used, and I believe, if I.may 
say so, that we are doing it just about as efficiently. I think we will 
continue to do it without any great increase. But after making this 
recruitment and holding it, as I think, to an absolute minimum, just 
how we could now slash the Defense Production Administration by 25 
percent, I do not know. I am really unable to see how we could effect 
that reduction. 

Now, I went over what was done by the House with the greatest 
care that I could, and as far as the National Production Authority 
is concerned, I have not asked for a full restoration, because I believe 
that with the benefits we will attain through this joint administration, 
we can get along with a few less than originally asked, but, with re- 
spect to the Defense Production Administration, I do not see how it 
could be done. We have just completed the organization of that 
agency. 

Senator Maypank. Will you repeat that? You said you might 
get along with a few less? 

Mr. Fie1iscoMann. Take, first, the Defense Production Adminis- 
tration, Senator. 

Senator Maypank. Yes; but you said you would get along with a 
few less, and the chairman asked Mr. Wilson this morning to send 
down any agency in which there would be the least harm done if it 
were cut, as I understand it. 

Chairman McKetxar. That is right. 
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RESTORATION REQUESTED 


Mr. FietscoMann. Here is what happened. In the National Pro- 
duction Authority, I reviewed whether we should ask for a complete 
restoration of that cut. After considering it in every way I reached 
the conclusion that we did not need the entire restoration and I have 
asked for something less than that. 

Chairman McKetiar. What is the amount that ‘you requested 
there ? 

Mr. FieiscHMANN. My original estimate on the National Produc- 
tion Authority was that we would need about 6,000 people to operate 
at the height of the mobilization effort. The cut was down to approxi- 
mately 4,500 people, and I have asked for restoration only to the 
extent of about 5,000 people. 

Senator Maypank. In other words, you are asking for a small res- 
toration. How much did you request of the budget and what did the 
budget cut you? 

Mr. FieiscHMann. Our original estimate to the Budget Bureau 
was for the National Production Authority about $41,000,000 and 
6,500 employees. The budget then recommended to the Congress 
approximately $36,000,000 and 6,000 employees. 

Chairman McKettar. Then the House cut the 6,000? 

Mr. FLe1iscuomMann. Then the House of Representatives cut that to 
$30,000,000 and about 4,500 employees. Now we feel after study again, 
that we can absorb a part of that cut. 

Chairman McKetiar. How much of that cut can you absorb? 

Mr. FieiscHMANN. We think we can get along on $32,000,000 in 
the National Production Authority and about 5,000 employees. 

In the testimony I have given before this committee on previous 
occasions I have always stressed the fact that these are necessarily 
always estimates because this is a new agency, and no one can say 
exactly to the penny what is needed. 

Chairman McKe.uar. In dollars, what would that save? 

Mr. FLEISCHMANN. $32,000,000 for the National Production Au- 
thority as against $35,912,000 that we originally requested of the 
Congress. 

Senator Corvon. You asked the Congress for $41,000,000 and the 
estimate of the budget was $36,000,000, and now you are figuring 
on $32,000,000 ? 

Mr. FieiscHmMann. That is what I hope we can get along with. 

Senator Corvon. That is, the National Production Authority ? 

Mr. Fie1scHMann., Yes. 


BUDGET ESTIMATE FOR DPA 


Senator Corvon. What about the Defense Production Administra- 
tion, on the same basis? 

Mr. Fix1scomann. The budget estimate was $3,600,00 and the al- 
lowance by the House was $2,800,000. 

Senator Corpon. You now have 420 employees and the House action 
will probably cut you to 295% 

Mr. FietscHMann. Yes, sir; we have 415 as of today. 
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Senator Corvon. If the $2,800,000 were all that you were given, 
how much would have to go for terminal leave pay? Have you given 
any consideration to that ? 

Mr. Asner. We figured 1 month’s leave, on 120 employees, about 
$400 a month times 120 employees. . 


RATE OF EXPENDITURES 


Senator Corpon. You have 420 employees. What is your present 
outlay per month ? 

Mr. Asner. The present outlay is $10,000 a day for salaries. 

Senator Corvon. $10,000 a day might mean $10,000 a working day 
or $10,000 a calendar day—which is it ¢ 

Mr. Asner. That is a working day. 

Senator Corvon. You have 22 working days a month ? 

Mr. Asner. The average is about 22, sir. 

Senator Cornon. That is $220,000 a month? 

Mr. Asner. Yes, sir. 

Senator Corvon. That would be $2,600,000; $2,800,000 would carry 
420 employees. 

Mr. Asner. I beg your pardon? 

Senator Corvon. If your outlay is $220,000 a month, that would 
be $2,600,000 a year and the House gave you $2,800,000. 

Mr. Asner. That is right, sir, but there are other costs besides 
salaries. 

Senator Corpon. I asked you for your outlay, I did not ask you 
for salaries. I am sorry, but what I want to know is: What is the 
running expense of the Defense Production Administration per month 
at this time, over all? 

Mr. Asner. Approximately $300,000 a month. ; 

Senator Corpon. You had set up by the Bureau of the Budget, I 
take it, an allocation under the current resolution ? 

Mr. Asner. They gave us $300,000 a month. 

Senator Corvon. That was $300,000 a month. Have you been 
spending the full $300,000 a month, or do you know? 

Mr. Asner. We have been spending about $275,000 a month the 
first 2 months, sir. 

Chairman McKetiar. How many employees do you have? 

Mr. FietscuMann. Four hundred and fifteen at the present time. 

Senator Corpon. In order to maintain 420 employees, you have to 
have $3,600,000? 

Mr. FixtscumMann. That is right, sir. I say with respect to that, 
Senator, and I think I can judge some from experience, that we have 
eliminated from the two agencies that I have responsibility for just 
about all the frills as compared with what was doen during World 
War II. I take some pride in the fact that over all we are operating 
with about a third of the people and, I think, doing everything that 
has to be done. As I said, I think the last time I was up here, I do 
not think I will have to go any higher, but I do not see how, having 
just completed this job, we can cut it down now just as the mobiliza- 
tion effort is entering. I think, what everybody will agree is the 
most difficult in every respect, its toughest phase, where shortages are 
most acute. I do not know of anybody who is not doing an eight or 
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10- or 12-hour a day job down there. If 1 could find them, I would 
eliminate them. 

Senator Corpon. You have been able to reappraise the National 
Production Authority downward ? 

Mr. FixiscuMann. Yes, sir. 

Senator Corpon. I congratulate you on the job. I take it much of 
that is the result of the experience you gained since you last appeared 
here, when you frankly said you had to rely on estimates? 

Mr. FietrscuMann. That is right. 

Senator Corpon. You have had some experience ? 

Mr. FLeiscuMAnn. Yes, sir. 


STAFF REQUIREMENTS FOR DEFENSE TOOLS PROGRAM 


Senator Corvon. Now, applying that experience to the Defense 
Production Administration, you feel that any reduction under the 
request for 420 permanent positions would imperil the job you have 
to do in that field? 

Mr. FietscHMann. Yes, sir. Let me tell you why I say that. I 
am not saying that because it is a figure. What I have planned to 
do to stay within that 420, if the Senate sees fit to restore it, is this: 
I must reduce certain services that are being performed there, and I 
believe I know how it can be done, namely, in certain of the pro- 

aming areas, where I think we can do an adequate job with the 

ational Production Authority staff, but 1 must step up certain other 
features and those are our relationships to the military program. 

We have been so fortunate as to get in Mr. Bedford and Mr. Boyer, 
two people to head what we call the Production Executive Committee 
and the Aircraft Production Committee, which will be Mr. Wilson’s 
and my way of exercising the responsibility that Congress and the 
President of the United States has put in us with respect to the mili- 
tary program. ; 

ow, specifically, and Mr. Wilson may have told you some of this, 
the military program tL is threatened by one great bottleneck, 
and that is machine tools. Now, these two committees are under these 
leaderships, giving their primary attention, and will, for a year, in 
my judgment, to the tooling-facilities problem. 

Now, they must have top men who can go out right in the factories 
and see what is causing our trouble and place the orders and expedite 
them. Some of them we will get without paying anything. Actually, 
these are the greatest bargain agencies in history, because they are 
staffed partly by industry, which pays the freight. Nevertheless, it 
has been my policy, to the extent that we can, to have Government em- 
ployees do it, because I do not think it is a wise thing to have industry, 
with the conflicting interests they may have, doing it. I know, there- 
fore, that we will have to increase the staff, if we are going to do that 
machine-tool job. 

Senator Corvon. As a result of your resurvey of the two agencies, 
which you have now substantially combined into one for operational 
purposes, you find as far as you can determine from your experience, 
that. you can operate with a reduction in the National Production 
Authority from the budget estimate of $36,000,000 to $82,000,000. 
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Would it be accurate then to say that that reduction made there, 
while it is applied against the National Production Authority, repre- 
sents a reduction applicable to both? 

Mr. Fixe1scumann. To the joint job; yes, sir. I felt the way to 
obtain economy was to forget about the jurisdictional lines, and if we 
were doing the job adequately in one place, not to have the people 
doing a compara le job in the other. 

Senator Corvon. It is important for this record, if your statement 
be followed here, that it be clearly shown that the reduction which will 
be applicable to the National Production Authority as a budget item 
will also, in effect, represent not a complete reduction in the National 
Production Authority activities, but a reduction in the activities of 
both agencies, but applied only for the purpose of reduction in book- 
keeping to the National Production Authority. 

Mr. FLeIscHMann. Senator, that is 100 percent correct, and the 
probability is that I will be up before long asking the Bureau of the 
Budget, or perhaps I will have to ask this committee, I do not know, 
T have only ae in this job 2 months, for a readjustment of appropria- 
tions and the right to transfer funds between one agency and the 
other. In other words, I look at this as a reduction of a thousand 
people between the two agencies, so to speak, and I claim and believe 
that that is a pretty substantial economy as compared with past per- 
formance in World War II, and I believe everybody would come to the 
same conclusion. 

To do that, we are doing this kind of thing in National Production 
Authority. 

HOUSE REDUCTION 


Senator Maypank. Let me add this. The reduction in National 
Production Authority amounts to $3,912,000, which is about the allow- 
ance for the Defense Production Administration. 

Mr. FietscnMann. Yes; looking at it that way. 

Senator Coxpon. It occurs to me, Mr. Chairman, that this committee 
handling this appropriation can, by proper language, permit the 
application of these funds as between the two agencies; otherwise, we 
are going to compel a division in accounting here to be made at a 
time when, as I understand Mr. Fleischmann, it cannot logically be 
made, because you do not know where to draw the line between them. 

Mr. Fieiscumann. I will say this: I do not know anything of budget 
practice. If that could be done it would be of enormous help to 
me. I will say that on the record. 

Chairman McKetiar. The committee will have to suspend for a 
while for a vote. 

(Short recess. ) 


BUDGET INTEGRATION OF DEFENSE AGENCIES 


Senator Corvon. We are endeavoring, Mr. Chairman, to get a clear- 
cut picture of the authority of Mr. Fleischmann, with respect to the 
Defense Production Administration and the National Production Au- 
thority, which he has testified will be under his immediate direction, 
and the two will be integrated with a resultant saving which it is 
indicated might better be made from NPA’s budget, but which would 
be reflected in a reduction in the two budgets, the mechanics thereof 
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being that certain duties which would have been carried forward by 
DPA will be handled by NPA and vice versa. 

I was just trying now to determine the authority of Mr. Fleisch- 
mann, which was perfectly clear as to DPA, but with respect to NPA, 
which has been transferred to, and is immediately administered by, the 
Department of Commerce. 

Mr. FLe1scHMann. Let me follow out that chain of delegation, so 
to speak. I am in a curious position for this reason: That everybody 
says around Washington that I wear two hats. That is the difficulty. 
But here is the way it went. In the first place, the powers were dele- 
gated to the Defense Production Administration. This was before I 
was in there. This is when General Harrison was the Administrator. 

Then he redelegated a substantial part of those powers in the Sec- 
retary of Commerce and another group of them to the Secretary of 
the Interior. There had been set up in the Department of Commerce 
the National Production Authority, to carry on those duties which 
had been delegated to the Secretary of Commerce, and the Secretary 
of Commerce then delegated his authorities in that field to the Na- 
way Production Authority, where they still reside and are exer- 
cised. 

Now, I happen to be the Administrator of both agencies, and I 
could do it very easily by doing it myself if the Senate and the House - 
thought that was a proper thing. 

Chairman McKetuiar. Suppose you get busy and decide what you 
want in one organization, and submit it to us. We might put it in 
as a proviso or get it in by unanimous consent. 

Senator Mayspank. It would save money. 

If we cannot do it that way, we can save money the other way, as 
Senator Cordon mentioned. 

Mr. FieiscuMann. What I would be happy to do would be to 
submit the kind of provision which would enable me to administer 
this as a single fund, as if it were a single agency. 

To give you one or two a of the kind of saving I had 
in mind, I have reached the conclusion, as I said, in not appealing 
for a full restoration, that this can be done, and I will submit such 
a proposal. 

Chairman McKetxar. Then you might think over Senator Cordon’s 
suggestion, and decide whether that would be better. We want to 
do whatever is best for our country. Will you look into that? How 
long will it take you ? 

Mr. FietscHMann. We can submit that by next Monday. 

Chairman McKetuar. Mr. Clerk, we will arrange to have a meet- 
ing either in the morning or in the afternoon. 


ANTICIPATED SAVINGS FROM AGENCIES INTEGRATION 
Senator Corvon. Mr. Chairman, the House indicated its own views 
along the line we have been discussing when they said: 


There seems to be no doubt but what these two agencies— 


that is DPA and NPA— 


can be more closely integrated or even combined, with a resultant saving of 
at least $800,000, which is the amount of the reduction made by the committee. 


The committee of the House had in mind such a combination. 
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Chairman McKettar. “Combination” is probably a better word 
there. Probably you had better make it that way, one head all the way 
down the line. 

Senator Corvon. I take it if this committee did nothing, and the 
Congress made an appropriation for DPA. and an appropriation for 
N PA, under the satheatl ‘ity of the Defense Production Act, the Presi- 
dent could combine the two operations. 

Chairman McKetiar. That would be putting a burden on him 
which we ought not to do. 

Mr. FietscHMann. I think the practical effect that you and I are 
striving for can be obtained through this device of treating the two 
agencies as an integrated operation. 

Senator Maynank. You have so many separate organizations that 
are duplications, and Iam glad Mr, Fleischmann feels that way. 

Mr. FieiscuMann. I will write a letter to the committee, giving you 
my specific recommendations. 

Chairman McKerxar. Just set out the proviso that should go in. 

Mr. FetiscHMann. I shall try to do that, sir. 

Chairman McKetuar. Is there anything further ¢ 

Mr. Fieiscumann. I think everybody here has heard me talk so 

much on so many occasions that it would not be beneficial. 


ECONOMIC STABILIZATION AGENCY AND OFFICE OF 
PRICE STABILIZATION 


OFFICE OF THE ADMINISTRATOR 


STATEMENTS OF ERIC JOHNSTON, ADMINISTRATOR; RALPH D. 
HETZEL, JR., ASSISTANT ADMINISTRATOR (OPERATIONS) ; 
GEORGE C. VIETHEER, DEPUTY ASSISTANT ADMINISTRATOR 
(OPERATIONS) ; JAMES McINESS HENDERSON, GENERAL COUN- 
SEL; KENNETH CLARK, ASSISTANT TO THE ADMINISTRATOR 
FOR PUBLIC INFORMATION; G. GRIFFITH JOHNSON, ECONOMIC 
ADVISER; CHARLES E. MILLS, BUDGET ADVISER; JOHN C. FOULIS, 
DIRECTOR OF BUDGET AND FINANCE, OPS; ELLSWORTH C. 
ALVORD, MEMBER, WAGE STABILIZATION BOARD; MICHAEL V. 
DiSALLE, DIRECTOR, OPS; RICHARD F. COOK, ASSISTANT DIREC- 
TOR FOR MANAGEMENT, OPS; AND BEN POSNER, CHIEF, BUDGET 
BRANCH, OPS 


DEFENSE CONTROLS PROGRAM 


Chairman McKetuar. Mr. Johnston, will you proceed, please? 

Mr. Jonnston. Yes, sir. 

Chairman McKetiar. Do you wish to place your statement in the 
record, and then give the highlights? 

Mr. Jounston. Yes, sir. I will put it in the record and give the 
highlights. 

Chairman McKetiar. You proceed in any way you like; we are 
glad to have you before us. 

Mr. Jounston. Thank you, sir. 
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(The statement referred to is as follows :) 


STATEMENT oF Eric JOHNSTON, ECONOMIC STABILIZATION ADMINISTRATOR 


I am appearing before you today to support the request of the President for 
funds to defray the cost of administering the program to stabilize our economy. 
Such funds are for the conduct of the Office of the Administrator and the operat- 
ing agencies which constitute the Economic Stabilization Agency. They arc 
the Office of Price Stabilization, the Wage Stabilization Board, the Salary 
Stabilization Board, and the Office of Rent Stabilization, which has just been 
assigned to this Agency. 

Under the law it is the responsibility of the Economic Stabilization Agency— 

I, To stabilize prices under terms set by the Congress. 

II. To stabilize wages and salaries. 

III. To administer rent controls and to extend rent controls to critical 
housing areas marked by defense activity. 

IV. To consult with other agencies in the development of programs to 
support stabilization through procurement, production, manpower, fiscal 
and credit policies. 

Since the heads of each of the constituent agencies will appear before you to 
explain their requirements in detail, I will limit my remarks to the broader 
phases of the program. 

I am not happy to be in a position of asking the Senate for appropriations to 
exercise economic controls. I would not do it if I were not convinced of the 
need for it. I wish we did not need any of the direct controls or a single red 
cent to administer them. Certainly, no one will be more pleased than I when 
we can abandon these controls. 

But we cannot abandon controls so long as aggressive communism threatens 
the free world. Communism has left us no choice on that, just as it has left 
this committee no choice but to approve a vast expansion of our military strength. 

Since we must build up our armed strength, we must at the same time build 
up and conserve our economic stfngth to make our freedom secure. Economic 
stabilization measures are a key component of this effort. 

To have an effective program we need sufficient appropriations to administer 
it fairly and justly. 

You are anxious, I know, to eliminate unnecessary expenditures and keep 
Federal spending as low as you safely can. I, too, have always advocated strict 
Government economy. With this in mind, before the appropriation requests 
ever went to the Bureau of the Budget, each of the constituent agencies of 
ESA—price, wage, salary, and rent—was instructed to ask only for what it 
needed to do an effective job, and for no more than that. 

I went over the recommendations of these agencies before they were submitted 
to the Bureau of the Budget. The Bureau went over them again. Substantial 
cuts were made along the way. The requests which finally went up to the 
Congress represented our best judgment of the minimum requirements. 

Now, in the interval between the House and Senate hearings, the Agency has 
refigured its dollar requirements on the basis of current recruitment and has 
revised its request downward to $136,355,000, a reduction of $5,475,000. The 
committee has already received a memorandum from me giving the detail of 
this new calculation of our needs. 

No one knows better the scope of our arms program than the members of this 
committee. No one knows better than you do what this diversion of effort from 
civilian to military production is going to mean in its over-all effect upon our 
economy and upon the value of our dollar, unless inflation is contained. 

You have seen what inflation has already done to the money you appropriated 
last year for ships and guns and tanks and planes. According to Secretary of 
Defense Marshall, inflation since Korea cost us $7 billion worth of vital equip 
ment that we appropriated for but did not get. 

The economists tell us that an increase of only 1 percent in the cost of living— 
the Consumers’ Price Index—means an additional $2 billion a year in extra 
costs for the people of this country. And a 2 percent increase in wholesale prices 
means an extra $1 billion a year in the cost of defense. 

Under the appropriation bill passed by the House, the Government would save 
about $61 million on the expenses of the Economic Stabilization Agency by 
cutting our budget almost in half and reducing our staff far below the number 
needed to do the job effectively. 
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But if the wholesale price index went up only 2 percent as a result of this 
crippling of our program, the Government would lose 15 times that much—a 
hillion dollars—in extra defense costs alone. In the 7 months following Korea, 
and before controls were imposed, the wholesale price index went up that fast 
or faster every month. 

Our budget request of $136,355,000 is about one-fourteenth of the cost to the 
people of this country of a 1 percent increase in the Consumers’ Price Index. 
That index, I would like to remind you, went up 8 percent between the outbreak 
of war in Korea and the start of controls last January, or at a rate faster than 
1 percent a month. 

In the 7 months since controls were imposed, it has gone up less than 1 percent. 

In light of such results, I do not see how we can possibly afford not to have 
adequate economic controls against inflation. 

The threat of inflation for the coming year has changed little from the outlook 
when I appeared before you last spring. Production of military equipment 
and supplies has continued to grow. Expenditures for national security pro- 
grams, which ran at an annual rate of about $380 billion last April, have now 

reached $4) billion and are expected to exceed $60 billion a year from now. A 
$20 billion increase in personal income by that time is anticipated. 

On the other hand, there is little prospect that the over-all supply of con- 
sumer goods can be expanded. While agricultural production is higher than 
we had reason to anticipate last April, sharp cut-backs have been required 
in the production of consumer durable goods. Still further reductions have 
been announced for the fourth quarter, bringing output down to about 60 per- 
cent of the rate during the first 6 months of 1950. 

In the light of such clear storm warnings, it is dangerous policy to weaken our 
economic stabilization defenses. 

Now let me explain why we need $136 million to carry out our assignments 
to fight inflation during this current fiscal year. 

A stabilization program in prices, wages, salaries, and rents is not just a 
freeze program. The Congress last year, in debating the original Defense 
Production Act, considered the idea of imposgng a flat freeze on all prices and 
wages, but it rejected this as a basic policy, and wisely so. The House debated 
the idea again this year in extending the act, and came to the same conclusion. 

The Congress rejected the concept of a flat freeze as a basic stabilization 
policy because our economy is too dynamic to operate effectively while hand- 
cuffed in such a fashion. 

Day-to-day adjustments in prices and wages are always necessary x keep 
the wheels of industry moving and to maintain a steady flow of manpower to 
the jobs most important to the defense effort. Conditions change—sometimes 
they change at lightning speed—and stabilization must be flexible enough to 
adjust to these changes. 

Otherwise the stabilization program might seriously impede the very defense 
effort it was established to expedite. 

Stabilization means achieving—and then maintaining—a balance between 
prices ang wages, and between prices and other costs, adjusting ceilings wherever 
necessary—up or down—to prevent inequity and to achieve the main goal of 
full-speed defense production. 

A stabilization program, as compared to a flat freeze of all prices, wages, 
salaries, and rents, requires a whole lot more work and a much bigger staff. 
Where a freeze puts a premium on administrative stubbornness, stabilization re- 
quires flexibility. 

Such a program obviously requires adequate staffs to administer it. That 
is true under the best possible kind of legislative authority. It is particularly 
true when you are working with a weakened law, as we are now with respect 
to price controls. 

The new law puts a heavy—almost an intolerable burden—of additional work 
on the Office of Price Stabilization in setting ceilings which comply with some 
of the provisions of the act. The difficulties of effective administration are 
so great, in fact, that we have already gone before the Senate Banking and 
Currency Committee to ask for the repeal of these weakening sections of the 
new law. 

If the Congress makes these changes before adjournment and restores the act 
generally to its original standards on price control, we can operate a whole lot 
better with fewer persons than we would otherwise need. 

But I must emphasize that when I speak of fewer persons, I do not mean 
fewer than provided for in the budget requests before you. Those requests 
were drawn up before the new act was written. 
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With the changes we have asked for in the law, we can get along during this 
year with $136 million and do, I believe, a really effective job. Without the 
changes in the law, we can do at best a much less effective job, and it may take 
more than we are asking to do even that. 

To do my job as effectively as possible, I have undertaken to apply some of 
the things I learned in business. I have assigned the major operating respon- 
sibilities to agencies that might be compared to operating subsidiaries, and I 
have given to them the kind of authority which I believe they need to operate. 
At the same time, I have established a small policy and management office, called 
the Office of the Administrator. The job of this office is to help me develop the 
over-all policy and program for the Agency and to see that it is applied by the 
operating affiliates. We also undertake to set common standards for the man- 
agement and administrative functions of the associated agencies to make sure 
that there is a generally uniform application of accepted procedures of efficient 
Government administration. 

I am quite convinced that this kind of organization is at present the most 
efficient and economic way of administering the wide authorities assigned to me 
by the President and by the Congress. In the face of very difficult operating 
circumstances we have, in my judgment, built up an exceptionally efficient or- 
ganization. Of course, improvement can always be made and I assure the 
committee that it will be just as rapidly as possible. 

The Office of the Administrator might be compared in many respects to the 
Office of the Secretary of one of the large Cabinet departments. As such, the 
Administrator’s headquarters office requires a competent staff sufficiently large 
to handle the myriad duties confronting such a headquarters. I have been de- 
termined, however, to conduct the functions of the Administrator’s office with 
as small a staff as possible. By so doing, I hope to be able to practice some of 
the economy that I have been preaching as one of the vital points in the pro- 
gram designed to combat inflation. To this end, the estimates now before you 
provide for only 90 positions in the Office of the Administrator. With careful 
and economical management, we think this number will be sufficient for our 
purposes. 

As your committee knows, the House of Representatives on the floor voted a 
sharp slash of. Economic Stabilization Agency funds. I cannot believe that the 
effects of such a cut were fully understood at the time. 

Here is what would have to be done under a $75,000,000 appropriation as nearly 
as we can figure it, in the light of commitments we have already had to make 
this year: 

The Office of Price Stabilization, which now has 11,100 employees and needs 
19,000 during this year, would be cut to 7,520. That means it would have to 
fire 3,580 of its current overworked staff. 

The Office of Rent Stabilization, which was given broad new areas of juris- 
diction under the revised act, needs 3,688 employees to carry out its program, It 
now has 2,501. Instead of hiring the 1,100 more it needs, it would have to fire 
1,665 of those it already has, and reduce its staff to a total of 836. 

The Wage Stabilization Board, which was slowly building up its staff for the 
heavy push of wage cases it is sure to face—and which it is already facing— 
has so far only 940 employees and plans to expand to 2,170. Instead, it would 
have to cut its staff to 800. 

The Salary Stabilization Board, the youngest of our specialized agencies, has 
hired only 94 persons so far—it is brand new—and intends to have altogether 
only 523 employees. The House bill would cut this staff ceiling to 230 positions. 

There is one item in the House bill to which I wish to call special attention. 
That is the rider dealing with funds for information work, the intent of which 
appears to direct a 50-percent cut in all information personnel. 

In a program of economic controls, we must depend primarily upon public 
understanding of that program to make it succeed. Compliance based on full 
information of the facts is much better by any yardstick than compliance 
achieved mainly through arrest and prosecution. 

The people have a right to know about the controls program, because it affects 
each American citizen in so many ways every day. I consider the job of in- 
forming the public and all segments of the economy about our regulations and 
our program to be one of the most essential functions we have. 

I sincerely hope the committee will strike this rider from the bill. 

When we consider the added cost of inflation to the consumer and the addi- 
tional cost of military supplies and equipment, it is quite apparent that it is 
false economy to cut so drastically the relatively small appropriations for this 
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Agency. Through adequate appropriations for an effective stabilization program, 
our people and our Government can be saved terrible costs of inflationary price 
rises. 

We believe that, with adequate funds for administration of the controls pro- 
gram, we can help this committee solve its recurrent headache of providing 
sufficient funds for defense and for Government in the face of ever-mounting 
costs. 

In business I have found it often takes money to save money. We can save, 
I believe, real money in the cost of this defense effort if adequate staff is provided 
to wage war on inflation. 

I am therefore requesting from this committee funds that will make it possible 
for the Agency to do as good a stabilization job as the present law permits. 


1952 BUDGET ESTIMATES 


Mr. Jounston. Senators, I have the representatives of the constit- 
uent agencies of ESA here, Price Stabilization, Rent, Salary, Stabili- 
zation, and Wage Stabilization, and if there is no objection, if they 
will stay here, they can testify when I get through, if you have no ob- 
jection to that. 

Chairman McKetxar. We are glad to have them. 

Mr. Jounsron. I am speaking for the President’s request for ap- 
propriations for the Economic Stabilization Agency, which includes 
the stabilizing of wages and prices, salaries and rents. You know 
that the President made a request to the Congress of an appropriation 
of $141,000,000. Since then we have rodent thal amount to approxi- 
mately $136,000,000, a reduction of about $5,000,000 from the previous 
sum requested. 

It is not necessary for me to tell this committee about the neces- 
sities of appropriations for the military and the amount of money 
which the military will expend, and the inflationary effects of the 
expenditure of those funds by the military. For every 1-percent 
increase in the cost of living, it costs the American consumer about 
$2,000,000,000 in the goods and services which they buy, and for every 
2-percent increase in the cost of the wholesale price level, it costs 
the Government about $1 billion for the things which it buys. 


HOUSE CUT 


The House passed an appropriation which cuts the expenditures 
for ESA about $61,000,000. If the wholesale price index went up 
about 2 percent as a result of thus crippling the program of stabiliza- 
tion, the Government would lose $1 billion in extra defense costs 
alone. 

In the 7 months since Korea before controls were imposed, the 
wholesale price index went up faster than 2 percent a month. Our 
budget request for $136,000,000 is only about one-fourteenth the cost 
of an increase of 1 percent annually in the cost of living to the Amer- 
ican people. 


COST-OF-LIVING INCREASES 


As you know, the cost of living from the time the Korean War 
started up to the time the first. controls were imposed last February 
went up about 8 percent, and that is faster than the rate of 1 percent 
a month. In the 7 months since controls have been imposed, it has 
gone up less than 1 percent. We feel that the important thing is to 
try to hold this rising cost of living in check. 
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The inflationary pressures we feel will be very largely beginning 
next—— 

Senator Corvon. If you had imposed absolute control, how could 
the cost go up? 

Mr. Jounston. We did not impose absolute controls, Senator. 

Senator Corvon. The difficulty is that the thing that might have 
been done was not done. 

Mr. Jounsron. Might have been done at one time, you say¢ 

Senator Corvon. That is right. You cannot do these things by 
law. You can pass all the laws in the world you want and if you do 
not administer them, they will not operate by themselves. 

Mr. Jounston. That is true, Senator, but you will recall that 48 
hours after I officially took office I froze wages and prices. 

Senator Corpon. You took office 6 months too late. 

Mr. Jounstron. That was not my fault, Senator. It was not the 
fault of ESA. 

Senator Corvon. That is right, but it rests somewhere. 

Mr. Jounston. In any event, since prices and wages have been 
frozen, the cost of living has gone up approximately 1 percent, as con- 
trasted to 8 percent which it went up during the preceding 7 months. 

Senator Corvon. May I interrupt to ask a question? I suspect you 
cannot answer it now, but if there is someone who can during the 
hearing or after the hearing, I wish I could get it. 

We talk about this Consumers’ Price Index and the cost of living 
going up so much of a percent, or so many percent from a definite 
time, but is it not a fact that in the normal economy—I do not know 
what a normal economy is, but assuming there is such an animal— 
in a normal economy the cost of living will vary month by month in 
any calendar year, will it not? 

{r. Jounston. Of course, it will vary some. It is not static. It is 
always dynamic. 

Senator Corvon. Do we have anywhere any specific data on that 
changing cost of living under something that might represent’ some- 
where near normal operations ? 

Mr. Jounston. Yes; we have such information. 

Senator Corvon. How far does it go back by years? 

Mr. Jounsron. I think it goes back just preceding World War I. 

Senator Corpon. What is the record of that period ? 

Mr. Jounston. The record has been very much distorted by wars 
and depressions, but in the period of the twenties there was a fair 
amount of stability in the cost of living for quite a considerable 
period of time. 

Senator Corpon. Of course, the high cost of living to some extent 
is perhaps attributed to the cost of high living. As living changes 
for the better, a portion of the dollars spent for it must of necessity 
be more. 


IMPACT OF DEFENSE SPENDING ON ECONOMY 


Mr. Jounstron. Gentlemen, we have been spending for national 
security in April of this year at the rate of about $30,000,900,000 a 
year. We have now reached about $40,000,000,000, and we expect 
to reach and exceed $60,000,000,000 by this time next vear. We also 
anticipate. that the personal national income will be approximately 
$20,000,000,000 higher this time next year than it is now. 
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Senator Roserrson. May I interrupt there to say that I think 
we have about a $36,000,000,000 carry-over in military appropriations? 
Before the end of this day we are going to pass a $61,000,000,000 bill. 
That would be $97,000,000,000 that soni be spent in the remainder of 
1951 and 1952, and the spring of 1953. The real inflation is going 
to hit you some time next year. 

Mr. Jounston. Senator, that gives you approximately $100,000,- 
000,000 fer defense expenditures. 

Senator Roserrson. And commencing the 1st of October the civil- 
ian allocation of critical materials—steel, copper, and aluminum— 
will be 40 to 45 percent below the pre-Korean consumption. 

Mr. Jounston. That is right. 

Senator Roserrson. That is going to make a pinch in hard con- 
sumer goods. While we have a surplus at the moment of soft con- 
sumer goods, it is being backed up because of some sales resistance 
on account of high prices. They cut the prices to move it but it has 
not moved. 


CUT-BACK IN CONSUMER DURABLE GOODS 


Mr. Jounston. It is my belief that civilian production will have 
to be cut back in the consumer durable goods about 40 percent, be- 
ginning the fourth quarter of this year, and maybe as much as 50 
percent. 

Senator Corvon. Back from when ? 

Mr. Jounsron. From the level of the first 6 months of 1950, which 
was not the peak of 1950. It was the last 6 months where the peak 
of production took place. 

Senator Corpvon. Resulting chiefly from the unexpected shortage 
of steel. 


INCREASED STEEL PRODUCTION 


_Mr. Jonnston. And of other metals—steel, aluminum, copper, lead, 
zine. 

Senator Corpon. The others have worked out fairly well according 
to the blueprint; have they not? Is not steel the one that has sur- 
prised even the planners? 

Mr. Jounston. Yes, we are getting about 104 million tons on an 
annual rate at the present time, but we are very short on steel items. 

Senator Roperrson. Mr. Johnston, did not Mr. Wilson issue an 
order to the steel companies to issue more steel than they can produce ? 

Mr. Jonnston. He wants them to produce 112 million tons next 
year. 

" Senator Rosertson. That is about the rate of capacity ? 

Mr. Jounston. It is much higher than the rate of capacity. We 
have got to do that if we are going to take care of the rearmament 
and provide the minimum civilian needs we have discussed. 

Senator Roperrson. The American people will have to be like the 
man in Mississinpi who was being examined at one time about how 
he got $2,000. He said, “Mr. Sheriff, Mary and me saved that money 
by doing without the things we had to have.” 

Mr. Jounston. That is pretty good. 

Senator Corpon. What can you tell us about this proposition, Mr. 
Johnston. You state that you are directing steel to produce more 
than its rated capacity. 
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Mr. Jounston. That is right. 

Senator Corpvon. That does not mean too much to me, if it has 
any capacity above the rated. When we went through World War II, 
our use of steel far exceeded the use of steel at the present time, or 
I think it did. Where did we get that if we did not have the capacity ¢ 

Mr. Jounston. We have expanded the production. Our produc- 
tion of steel was a little less than 90 million tons and now we have 
104 million. Our country is larger by 12 million people than during 
the war. 

Senator Young. In addition, we did not make automobiles during 
the last war. 

Mr. Jounston. We did not make any automobiles except for the 
military ; no farm machinery except repair parts, et cetera. 

Senator Young. And no road construction. 

Mr. Jounstron. That is right. We cut those things out. You can 
do that again. It is our considered judgment when you are in a 
cold war of this kind and when you do not know how long it will last, 
we do not want to cripple the civilian economy too greatly. Also, 
you would throw out of work enormous number of men who could 
not be absorbed too easily into the defense effort. You would have 
large amounts of unemployment insurance to pay in the process. 
You also would have on hand steel which would not be used for 
military purposes, particularly some types of carbon steel which can 
be used for the civitian purposes, 

Senator Corvon. What you are saying is that the attempt is being 
made to increase production in steel so as to more nearly take care 
of the needs of the civilian economy. 

Mr. Jounstron. That is right. 

Senator Corvon. You might put it the other way, so you will not 
have to reduce the requirements of civilian economy to the extent 
that that was reduced during World War II. 


EXpPaNsIon or Puant CAPaciry 


Mr. Jounsron. That is right. In addition to that, Senator, we are 
enlarging the plant capacity very greatly, as you know, for aluminum, 
steel, and other things, which takes a great deal of steel. 

For instance, we expect that the electric power production will be 
increased by 40 percent in a little more than 2 years. That is a tre- 
mendous increase in production. We did not do anything of that 
kind during World War II. A large portion of this increase in the 
use of steel is going into this plant expansion, which we think is just 
as important as making weapons. Weapons can become obsolete 
but you have the productive facilities for making more weapons if 
you will expand productive facilities. 

Senator Cornon. Then you people who are doing the planning 
must have somewhere data which shows the necessity for nonrecurr- 
able use of durable goods. In other words, as you increase your elec- 
tric output or capacity for output, that is there; you do not have 
to do that every year. As you increase aluminum output, that is an 
initial and nonrecurring expenditure, and so forth. Does that not 
mean that this heavy increase in production will result in a capacity 
to produce which will be above the capacity of needed production 
after you have completed that plant capacity plant? 
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Mr. Jounston. You ask several questions. 

No.1: Yes, we will increase plant capacity, we think, by the mid- 
dle of 1953, or the fall of 1953, so we can take care of military and 
civilian requirements at that time. 

Question No. 2 is, will we have increased plant capacity too much 
when this is done purely for our civilian needs, when military require- 
ments are no longer so heavy? It has been my considered judgment 
America expands so rapidly, and that our wants and desires increase 
so fast and our salesmanship is so good that we will be able to use this 
additional plant capacity. I can recall, as 1 am sure you can, Sena- 
tor, during the middle of the last war when I was president of the 
United States Chamber of Commerce, when many people said that if 
we continued to increase plant capacity, that after the war we would 
not be able to use the plants that were built, and it would bring on a 
deep depression after the war was over. It was because of that that 
we organized, with Jesse Jones, Paul Hoffman, and nine others, the 
Committee for Economic Development to try to tell businessmen that 
we need not have a depression after the war; that we could use this 
plant capacity. 


SOURCE OF FUNDS FOR PLANT EXPANSION 


Senator Ropertson. It is still true. To get private capital to go 
into plant expansion, you have been forced to give them certificates of 
amortization totaling $9 billion. 

Mr. Jounston. That is right. 

Senator Corvon. We did have some surplus because there were bil- 
lions of dollars of plants cannibalized and sold for scrap. 

Mr. Jounstron. That is true, but they were plants that could not be 
used for anything else. 

Chairman McKetiar. To what extent does the Government furnish 
the money for the plant expansion ? 

Mr. Jounston. The Government has furnished very little money. 
You may have said that they furnished it indirectly through certifi- 
cates of necessity, by increased tax amortization, but the Government 
gets the taxes eventually anyway. The Government has actually put 
up very little money for this plant expansion, but by giving certificates 
of necessity which provide accelerated tax amortization on the prop- 
erties, they have gotten private industry to put up this money them- 
selves. 

Chairman McKetrar. Take the principal steel companies, and the 
Aluminum Co. of America, they can build their own expansion; why 
could not that be done? 

Mr. Jounston. They are doing it. But they are doing a good part 
of it with what we call certificates of necessity, with accelerated amor- 
tization. In other words, they can amortize a portion of the plant 
over 5 years, all the way from 50 to 80 percent. The highest I ‘event 
that has been given is 87.5 percent, I think, to a steel mill down in 


Texas, if I am not mistaken. I am not sure of the place. 

Senator Corpon. We pay for it by deferring the collections of the 
taxes? 

Mr. Jounston. Yes, but you get the taxes later on, of course, be- 
cause they cannot deduct that amortization more than once. We have 
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a tax expert here—I am not one, but I have Mr. Alvord with me. I 
will proceed, if you have no objection, Senator. 
Chairman McKetiar. Yes, sir. 


ECONOMIC STABILIZATION PROGRAM 


Mr. Jounston. I would like to emphasize that in stabilizing we 
do not mean putting everything in status quo. There must be a balance 
between wages and prices and between prices and other costs. It is 
impossible in a dynamic economy such as ours to freeze everything 
at a level. You know many of our products come from outside the 
United States. We have no control over those outside products ex- 
cept as we can cajole or persuade or threaten outside countries to 
help lower the price. Some 70 percent of our wool comes from outside 
of America, 30 percent of our copper, practically all of our natural 
rubber, almost all of our tin, a great deal of our cobalt, most of our 
coffee. There are many, many things that we use both for food con- 
sumption and for military purposes that come from outside the United 
States. These prices gyrate back and forth dramatically and have 
done so since Korea. 

For instance, wool has gone all the way from $1.20 a pound to $3.875 
a pound in Boston. Now it goes back again to $1.85. 

(Discussion off the record.) 

Mr. Jounston. We cannot freeze prices. We can stabilize them by 
adjusting them between each other and trying to keep them all within 
a degree of stability of each other. This job ‘of economic stabilization 
has been divided into four component units and, like any businessman, 
I have attempted to assign to these four component units operating 
jobs. 

The job of price stabilization has been assigned with general super- 
vision vested in Mr. DiSalle. The Office of Wage Stabilization is 
under the general supervision of Dr. Feinsinger, who is here in the 
room. The Office of Salary Stabilization is under Dr. Allen. The 
Office of Rent Stabilization is directed by Mr. Tighe Woods. They 
operate as semi-independent operating agencies, subject to the super- 
vision and the policy making of the Economic Stabilization Agency. 
These gentlemen are here and can testify as to their own particular 
requirements and needs after I have finished. 


1952 BUDGET ESTIMATES AND PERSONNEL 


The $136,000,000, gentlemen, is for all of these agencies combined. 
In my own immediate office, I am requesting 90 people, a relatively 
small budget, because it is a supervisory and a policy-making group. 
For the Office of Price Stabilization, 19,000 positions. That is, of 
course, one of the tough jobs, because there must be offices all over the 
country, and there must be enforcement officers and so forth. 

Then for the Office of W age Stabilization, 2,170 positions are re- 
quested. They must have regional offices on wage stabilization to 
see that wages are enforced. We know that there are a number of 
instanees where employers, for instance, are paying more than the 
permissable rates on wages. 


§8249-—51——- 49 
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Senator Rorertson. How much was the new Minister to India, 
= wp yaaa Bowles, spending in 1946 compared to what you are 
asking for ? 

Me’ Jammie Mr. Chester Bowles spent far more than that. 

Mr. DrSaute. I do not have the figures, but they had 60,000 em- 
ployees in OPA. The figure was $186 million I believe. 

Senator Corvon. How many do you have? 

Mr. DrSatze. We have 11,127 employees now. We are asking for 
19,000. 

Mr. Jounston. There is one item in the House bill that passed 
which I would like to call particular attention to. 

Chairman McKetiar. What page of the bill is it? 


LANGUAGE RESTRICTION ON INFORMATION PROGRAM 


Mr. Jounston. Page 29. That is the item of the House bill, a 
rider, which says that funds for information work shall be cut 50 
percent. We think that would be a very serious mistake because we 
feel that the program of stabilization, to be effective, must be one in 
which the people can be informed as to what the rules and regula- 
tions are, that mimeographed copies of regulations can be secured 
for them so people can operate intelligently. We think it would be 
a mistake to cut drastically—50 percent—the funds for so-called 
information work. We sincerely hope that the committee will strike 
out that rider of the bill. 

Senator Maypanxk. Let me ask you this. Is any of that infor- 
mation work money used to pay those economists who say prices are 
going 1» under that plan? fh 

Mr. Jounston. Unless you refer to Mr. DiSalle or to me, no, sir. 

Senator Maysank. Somebody has all these statements in the paper 
that prices are going up 10 percent, 15 percent, 20 percent. 

Mr. Jounston. No, I do not think any of our economists, Senator, 
indulge in that type of crystal gazing. 

Senator Maysank. What type of crystal gazing do they indulge in? 

Mr. Jounston. They advise us, the economists do, but the public 
information men do not engage in anything of that kind. You do 
not see their names in the paper. 

Senator Maypank. I see the articles in the paper though. There 
was an article on the radio, and I asked where it came from and they 
said from OPS. I am serious about this. 

Senator Rozzertrson. If we give you the funds you are requesting, 
and you can hold the cost of living down 1 percent, how much will 
that save the Americans ? 

Mr. Jounston. Two billion dollars, 14 times what our entire appro- 
priation is from you. 

Senator Rosertson. Are you going to hold the 1 percent ? 

Mr. Jounston. We certainly ought to be able to save 1 percent that 
otherwise you would have lost. 

Senator Maynank. I am not agreeing with the House appropriation 
at all. I think they went too far. I hope we will restore some of it. 
I was just asking about the Information Services. What kind of 
information do you give out ? 

Mr. Jounston. The Informational Service is one of preparing press 
releases and bulletins, getting mimeograph copies of new orders, rules, 
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and regulations out to the field so they can be distributed there. It is 
a general informational service for the American people on prices, 
wages, salaries, rents. It has nothing to do with the issuance of state- 
ments that the cost of living is going up so much or is not going up so 
much. That is not their function and not their field. I would be very 
surprised if they were indulginginthat. 

Senator Maysank. I just asked the question. 

Senator Ture. Mr. Johnston, I think Senator Maybank has a point 
there, because all of us have been familiar with such releases, and they 
have been attributed to the OPS or your office. I think it has had a 
most distressing effect upon your price structure, because it is that 
that encourages excessive buying, it is that that encourages laying 
aside a little extra supply, and it also encourages the retailer to put 
on a little bit more for the simple reason that he has read in the paper 
that it is supposed to be up. 

Senator Corpon. And the folks go out and buy a little bit extra so 
the hoarders will not get it. 

Senator Tuyr. You are putting it one way. I believe that Senator 
Maybank raised a very important question. I have heard it—I cannot 
tell you who was responsible for the report—but I have seen it in the 
press, and I have heard it on the radio, and I think it is serious. 

Mr. Jounston. Senator, I think I have made statements. Maybe 

others may have made statements. Mr. DiSalle may have made them. 
I am not sure. I do not know of any information people in my or- 
ganization who have made any such statements. 
- Senator Maypank. I am not objecting to what you and Mr. DiSalle 
aresaying. You and he are appointed by the President and confirmed 
by the Senate. But when I ask a radioman where he gets his informa- 
tion and he says he gets it from your department, that is what I am 
objecting to. I do think that this thing of passing the buck around 
is wrong, their telling me that they get their information from some 
statistician, and from your office, or from Mr. DiSalle’s office. You 
have a right to say what you want and Mr. DiSalle has, too, because 
you have been confirmed by the Senate. SodoTI. But I do not think 
you ought to hire people to give information to the people lambasting 
Congress on this amendment and that amendment. I do not say you 
did it intentionally. When we passed the National Production Act 
that night, and they had the statements in the paper the next day, I 
asked one of the newspaper men where he got it, and he said he got it 
from some people that work for Mr. DiSalle. 

Mr. Jounsron. Mr. DiSalle, maybe you can answer it better than I 
can. 

Mr. DiSautez. I will be glad to. 

Senator Marsanx. I am not asking that. I think you ought to be 
very careful about Congress doing this, that, and the other. Senator 
Robertson and I were out there at 3 o’clock that morning and we never 
saw the newspaperman, and we asked the newspapermen the next day 
where they got it, and they said they got some news reports from the 
people that work with you. 


INFORMATION COSTS 


_ Chairman McKetiar. Mr. Administrator, let me ask you this ques- 
tion. What amount do you set aside for publicity work of all kinds? 
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Where does that item appear in the bill? Is it the $3,009,598 that 
appears on the economic stabilization agency, summary of require- 
ments, fiscal year 1952, by activity, under the head of “Public informa- 
tion,’ where you have $3,000,000 set out for publicity? Is that 
necessary ¢ 

Mr. Jounston. That is not for the whole agency, Senator. That 
is for the Office of Price Stabilization, who get out a number of bulle- 
tins and mimeographed copies for many, many people all over 
America, merchants and dealers, who must understand what the new 
rules and regulations are. These must be prepared and mimeo- 
graphed and shipped and sent to them. The Office of Price Stabiliza- 
tion also has a number of rules and regulations which they must get 
out, and publicize. The Office of Salary Stabilization and Rent Sta- 
bilization have the same thing. 

The combination of all of these, including the supplies necessary, 
the labor necessary, the stenographic help necessary, is what we call 
public informational work. I am not sure that the title is a good one. 

Senator Marsan. I think it is a bad title. 

Mr. Jounston. I do not know what other title to use for it. 

Senator Maysank. You can say printing. 


PUBLIC SERVICES 


Chairman McKetxar. Take the item for public services. As I read 
this, the total is $1,910,952. What could that be expended with respect 
to public services? Everybody wants a job, I think. Why is it neces- 
sary to spend that amount of money for that? We have to have in- 
formation when we get on the floor in order to defend whatever we 
do. Do you have somebody that can tell about that? 

Mr. Jounstron. Mr. Clark, can you tell about that one item, or 
you, Mr. Vietheer? I do not believe we have the same breakdown 
you have. : 

Chairman McKetxar. Could you get that information for us? 

Mr. Jounston. Surely. 

Chairman McKetziar. I would think that is a pretty large sum. 
Your total number of employees is how many? 

Mr. Fours. The figure you are quoting now is the new OPS sub- 
mission we have made, cutting our request back to $100,600,000. The 
figure of $1,910,000 is the cost of the permanent positions for public 
information. That isthe Office of Price Stabilization and has nothing 
to do with Mr. Johnston’s immediate office. 

Chairman McKeurar. I can understand that. 


INFORMATION TOTAL FOR PRICE STABILIZATION 


Mr. Fouts. The total of $3,009,000 includes cost of all objects 
under the public information program for the Office of Price Stabili- 
zation. 

Senator Corpon. May I ask a question, Mr. Chairman? You have 
on the sheet that has just been furnished me, which is a summary of 
requirements, fiscal year 1952, by activity, under the heading public 
information, the following data. 

Mr. Fouuts. That is the Office of Price Stabilization only. 

Senator Corvon. That is all right. 
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Mr. Jounston. Mr. DiSalle can testify on that after I finish, if you 
have no objection. 

Senator Corpon. Do you have a consolidated statement for all of 
your agencies ¢ 
* Mr. Jounston. On the question of public information, no, sir, we 
do not. 

Chairman McKeiiar. You would not think, for instance, if you 
have most of your employees already employed, that would be such 
a large sum. I wish you gentlemen would think about that and give 
us your views about it. 


PRESERVATION OF MIDDLE CLASS INCOMES FROM INFLATION 


Mr. Jounstron. Thank you, Senator. Mr. DiSalle can testify to 
that when he comes to it, because this is entirely in his office. I think 
I can finish, gentlemen, by saying that the added possible cost of in- 
flation to the country would be many, many times what could be saved 
by an adequate enforcement of wage and price controls. We know that 
there is a fot of money involved, and we have attempted to be econom- 
ical about it. We realize thoroughly that we have to be as economical 
as possible, and I have been personally one of those who advocated 
frequent savings of Federal expenditures. So with that in mind, we 
have attempted-to cut this down to what we feel is a minimum that we 
can get by with, and give an adequate enforcement program. 

I have tried to point out to you that an increase of 2 percent in the 
wholesale price index alone means about a billion dollars for increased 
costs which the Government pays for defense; an increase of 1 percent 
in the consumers price level means an increase of $2 billion in what the 
people of this country have to pay for cost of living. It seems to me 
that one of the great problems we have facing us, or two great prob- 
lems, is the preservation of our liberty against aggressive communism, 
and the preservation of the middle-class people in this country. And 
if you cannot preserve the middle-class people in this country, Senator, 
then I think the country is open to inroads of communism as effec- 
tively as if it were defeated militarily. 

Chairman McKetxar. I have doubts in my mind what is going to 
happen to us if we let this get away from us. That is why we are 
trying to be particular. We are not blaming you at all. You have a 
very hard job we all realize. We want to help you and not hurt you. 
We are asking these questions to get the information so that we can 
answer the questions when we are attacked. 

Mr. Jounston. Senator, we are glad you are asking the questions, 
because I personally feel, and I have known from my travels abroad 
that whenever you destroy the middle class of a country, communism 
walks in unimpeded. 

Chairman McKetuar. You are right. 

Mr. Jounston. And the middle class of this country have been the 
backbone of this country. 

Senator Maypank. Plus the farmer. 

Mr. Jounston. He is in the middle class. The very rich take care 
of themselves, and the very poor are taken care of, but the middle- 
class people are the backbone, the entrepreneurs, the guys who push 
ahead, and we have to preserve them. You destroy them through in- 
flation by destroying their savings, depriving them of the money 
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they have to send their kids to school. I hope we can hold the price 
level and hold the economy in shape and prevent the dollar from 
slipping further in value, and we ask you to give us an adequate appro- 
priation of funds to do that. 

That completes my statement. 

Chairman McKetuar. That is a fine statement you have made, and 
the suggestion I want to make, which I believe I have already made, is 
that we would like you to get together and show us where, if we have 
to cut, where those places are that would hurt you the least. We want 
to help you. I think everybody feels just as you do about it. We 
have a great problem before us, and we have to break it down. 

Senator Ecron. Mr. Chairman, before Mr. Johnston leaves, if he 
has time—— 

Mr. Jounston. Surely I have time. 

Senator Ecron. There is one question I would like to ask. I think 
it is bothering a lot of people in this country. 


PRICES AND WAGES FROZEN 


Now, we realize that you froze prices and wages as soon as you had 
the authority to do it, and the people also recognize the fact that 
wages have to be adjusted upward from time to time. When they 
are adjusted upward, prices have to be adjusted upward also. Then 
we have additional taxes, excise taxes, and income taxes, and all kinds 
of taxes levied extra from time to time, and there have to be more 
adjustments. 

Now the question is this: Is it possible under conditions like that 
to get a stabilized economy when there is this continued upward ad- 
justment all the time? Is not that working pretty close to the supply 
and demand theory just as well as it is on price controls? 

Mr. Jonnsron. We feel that you can get stability in the economy, 
reasonable stability, yes, and we can hold the price level reasonably 
well. It is true we have allowed wages to go up, and Dr. Feinsinger 
can talk to you about that later when he testifies. The amount that 
we have allowed wages to go up compensates for the difference in the 
cost of living. It is the workingman’s escalator clause in enabling 
him to receive the same type and kind of living he received before. 
That has been about 11 percent, as I said. The wages in America have 
gone up for 50 years fairly steadily, and the standard of living has 
been higher. I think that has been one of the great attributes of 
America. But I can assure you, and I can tell you this from my per- 
sonal experience and from the depths of my heart, that-if it were 
not for wage control now in this tight labor market that wages would 
go up much higher than they are under wage controls. You only need 
to go back to what employers paid labor in World War I. It was far 
different in World War II. I think that unquestionably wage con- 
trols are very effective in a period such as we are going through with 
lots of negotiated contracts, cost-plus contracts, where employers are 
in tight labor markets. We know of instances where employers are 
paying more or offering to pay more than the going rate, or than the 
Wage Stabilization Board will allow in order to attract employees, 
and we step in and prevent that. 

I know this from my own personal experiences with my own busi- 
ness out on the Pacific coast before wage controls were instituted. In 
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a competing line of business, because they needed workers and because 
they had Government contracts, they raised the wage of machinists 
50 cents an hour—just out of the blue—and then of course everybody 
has to meet it or you begin to lose machinists. The first thing you 
have to do to keep the machinist is to meet the competing wage scales. 
That is the only thing you can do. That is what goes on when there is 
a tight labor market. There are many areas in America today where 
labor is extremely tight and where employers would pay much more 
than the authorized wage for labor if they were allowed to do so. 

So, yes, you do have these inflationary pressures. Wage rates must 
be reflected in increased prices unless they are reflected in increased 
productivity. If you get increased productivity you do not need to 
reflect them in increased prices. There has been some increased pro- 
ductivity during the last year due to full employment and other 
things. How much that increased productivity is, I do not know, 
but it has been several percent. That does not need to be reflected in 
price increases to that extent. But in a situation of that kind, Senator, 
if you have strikes and shut-downs, those are highly inflationary be- 
cause they take goods off the market, you aid the inflation rather than 
abating it. So I say that in sum total wage stabilization has been 
effective, that it has done a remarkably good job and it will do a good 
job from now on. We have seen that in instance after instance on 
which I can give you specific illustration. 

There is one case before the Wage Board right now in the copper 
situation which is a case in point, where I am sure there would have 
been much higher wages had it not been for the wage stabilization 
formula. 

Chairman McKeruiar. Any other questions, Senator Maybank? 


DEFENSE PRODUCTION ACT 


Senator Maynank. Yes; I would like to ask Mr. Johnston one ques- 
tion. You know, the way I feel about this, I feel that the House did 
not give sufficient money so there is no point in arguing that. I want 
to ask Mr. Johnston this question. The National Production Act has 
been charged with being responsible for this, and I do not think we 
are. The price of Ford and Chrysler automobiles are going to be 
raised. 

Mr. Jonnston. Yes, sir. 

Senator Mayranx. Is the new act responsible for that? 

Mr. Jonnston. The prices of automobiles would have been raised, 
Senator, without the new act. 

Senator Maypanx. I am glad to hear that, because I have said—— 

Mr. Jounston. Let me finish the statement if you do not mind. 
They would have been raised some without the new act, but with 
the new act they would have to be raised more. 

Senator Maynank. There is no new act because we have the amend- 
ment to the new act before us. Senator Robertson is holding hear- 
ings on it. I said that I knew you would not believe what the 
Congress would do next week when we report the act without knowing 
what the act would finally be. 

I have no objection to Ford and Chrysler and to what you have 
done. All I want to do is to clarify in my own mind, if we are 
going to write a law, and you have already asked what the law is 
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going to do before we have written it. I flatly denied it. I said 
no, no, Mr. Johnston and Mr. DiSalle have not considered the new 
act. You said you could not have enough accountants to study the 
changes on the new act. I thought you could wait until we could 
finally work out something, and that is the reason we have held 
the hearings. I said naturally steel and wages have gone up. And 
I can quite understand the attitude of the automobile unions, because 
Walter Reuther testified. I thought it just took a natural advance 
and was not predicated on the so-called Capehart amendment or the 
committee amendment, or whatever it was. I hope I am right. 

Mr. Jounsron. Senator, they would have been entitled to some 
increase under the old law. 

Senator Maypanx. That is what I thought. 


PRICE INCREASES 


Mr. Jounston. We have allowed them an increase in prices. This 
is under the old law and more would be required under the new law. 

Senator Maysank. There is no new law. 

Mr. Jounston. There is a law on the statute books. 

Senator Maypanx. Yes; but you were not going to attempt to 

apply it to the 4,000 different items until we could” clarify the act. 

Mr. Jounston. That is right. 

Senator Mayspanx. Here we are trying to clarify and they are 
blaming us before we can clarify, and Senator Robertson started 
the hearing this morning. 

Mr. Jounsron. We are not blaming you for it. We do say under 
the new law they will be entitled to more than under the old law. 

Senator Maysank. How do you know what the new law is? 

Mr. Jonnston. The law we are operating under? 

Senator Maypank. You said you could not operate. 

Mr. Jounston. We have the law and we are trying to operate. We 
are holding everything back as much as we can until you amend it. 

Senator Maypnank. I do not know what the Senate will do; I can- 
not answer that question. But I told you over here 2 weeks ago 
that we would consider the amendments and Mr. Wilson sent. the 
amendments down and Senator Robertson is holding the hearings 
on it, and I flatly told everybody the automobiles should be increased 
because steel, aluminum, and nickel has gone with the wind, and we 
were going to change the law. I hope we will change it, although 
I do not know. But I did not think you figured on the new law 
to give an advance. 

Senator Roserrson. The subcommittee is going to report a plan 
to make the Capehart amendment more workable. 

Senator Maypank. That is what we want to do. I am not asking 
this question to put you on the spot on the record. I want. to help. 
But when I hear they raise the price of automobiles because of 
the new law, when we are trying to amend the law so it would not be 
inflationary, because that is what we are asked to do by the President’s 
message down here some 2 weeks ago Wednesday, then 

Chairman McKertiar. Any further questions ? 





Senator Maypanx. Mr. Chairmay, I hope they wait to raise the 
prices until we decide this in Congress before Congress recesses what 











a 


e 


n 


nO Reh US 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 775 


we shall do, if I might say so. You are opposed to inflation and we 
all are. 

Mr. DiSauie. There are some things, Senator, you just cannot hold. 
For example, the canning season has been on and there are some in- 
creases in labor costs, and we have to hold— 

Senator Maysank. I never suggested that you hold back a wage 
increase or material increase, but L hope } you do not blame the increases 
on a new law that has not been finally corrected. I am one that wants 
to correct it. I think Senator Robertson feels the same way about it. 

Chairman McKeiiar. Any further suggestions ? 

Senator Ronerrson. If it is only an effort to do the right thing in the 
wrong way, we do not want to have it called a booby trap or a bear 
trap or any other kind of a trap. 


ENFORCEMENT OF CONTROLS AUTHORITY DISCUSSED 


Senator Truyr. Mr. Chairman, while these two gentlemen are here, 
Mr. Johnston and Mr. DiSalle, I think that it is unfortunate that we 
should have had the control law on the statute books from September 
up until the expiration of the date, but nothing specific had been done 
to control prices, but the minute the law was ‘amended, then you saw 
fit to find all the fault with the new law as it was amended. I think 
that we left the wrong impression in the minds of the public as to what 
Congress had done, and what Congress had failed to do. I think 
the administration had failed from September up until the expira- 
tion of that law, or until the law was amended. I think that they 
failed because if the law was so badly amended, why had you not 
exercised the authority that you had under the law up until it was 
amended / 

Mr. DiSauue. We exercised the authority under the law. 

Senator Corvon. And the index went up 1 percent a month. 

Mr. Didauie. We exercised all the authority that the law permitted. 

Senator Tirye. But Mr. DiSalle, you must have had such law on the 
statute books and the public law, if you said the amendments were so 
terrible and did such a destructive thing to the law that was on the 
statute books prior to the time it was amended. 

Senator Ronerrson. [f you will yield there, I will say that the 
economist for the A. F. of L. asked the other day to go back to the old 
law and take out the Capehart amendment. 

Mr. DiSauie. We did pretty well under the old law. 

Senator Corvon. What was the increase per month? 

Mr. DiSauue. I cannot break it down that minutely. It was less 
than 1 percent for the entire period that controls were established. 

Senator Corvon. You only lost $2,000,000,000 to the people then. 
That was not bad. 

Senator Maypank. I an for giving them more money for enforcing 
the law. Iam sorry they did not enforce it a long time ago. 

Senator Ronerrson. We passed this law in September ‘and there 
had been only a 2-percent cost-of-living increase since Korea. That is 
when they should have established control. 

Mr. Jounsron. There is no argument about that, but it was not 
done. When we came in here, when I came in here, within 48 hours 
we froze prices and wages. Senator Cordon, prices and wages have 
gone up, that is, the cost of living has gone up some since then—about 
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1 percent. But the momentum, Senator, that was in force at that 
time, you just could not stop head-on without wrecking the economy. 

Senator Corpon, Much of that is true. 

Mr. Jonnston. You had frozen inequities which had to be adjusted. 
Some were in terrible positions. 

Senator Corvon. That type of juggernaut started. 

Mr. Jonnston. And you cannot stop it. , 

Senator Maysanxk. I cannot argue with you or Mr. DiSalle. I 
hope before you give any other increases, you wait until you see what 
Senator Robertson is going to recommend on making this law admin- 
istrative. 

Mr. Jounston. We have been waiting, Senator. We have a law- 
suit on our hands. 

Senator MayBank. We could not do it any quicker. 

Mr. Jounston. I am not criticizing. 1 just say we have some 
problems ourselves. 

Senator Corvon. I think it might be said, Mr. Chairman, in defense 
of those who worked on the act, that was passed a short time ago, 
they were compelled to a very great extent to work out the kind of an 
act they worked out because of the failure to control prices when they 
could have been controlled, and before the whole sweep and swing of 
inflation had gotten under way. 

Senator Maybank. That is correct. 

Senator Corpon. As a result of those increases in prices, the whole 
basic values upon which all prices must rest had changed, some had 
gone abnormally high, some not so much, and as a result of that, we 
were faced with the matter of endeavoring to do the least inequity that 
we could do in trying to get hold of the things to put a halter on the 
wild horse, and bring him down where we might ultimately tame him. 
There is a lot to be said for that. 

Chairman McKetuar. It seems to me this is the situation; all that 
is history. It is gone. 

Senator Corpon. That is right. 


STABILIZATION OF PRICES NEEDED 


Chairman McKetxiar. What we want to do is to proceed in a way 
that will stabilize the prices, that will help us along in this effort to 
control, and these gentlemen, I am sure are of that opinion. Do you 
not all feel the same way about it? 

Mr. Jounston. Yes, we do. 

Mr. DiSautie. Yes, sir. 

Chairman McKenuar. And all of you in the office, I am sure, feel 
that way. What we have is a problem before us, not one on what 
we have lost, we have to work to make up in the future so as to bring 
the best to our country and to our people. These prices are very high, 
I have noticed personally for purchases I have made and the break- 
fasts I pay for in the morning. I have a sort of stabilized breakfast, 
and it is a pretty good one, too, but I believe that prices have gone 
up very much more than has been suggested, and they are continuing 
to goup. Every day or two, I see that bill of fare for the same things 
is greater. Additional amounts are required to be paid for the same 
things. 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 777 


What we want to do is to help you stop it and get it to swing the 
other way, if we can. I feel this way. I have been very much encour- 
aged by the evidence we have had here this afternoon, and that we 
have had for the last day or two. What we want to do is to help 
in every way, but we want the facts so that whatever position we take, 
we can make it good on the floor. 

Senator Youne. Mr. Chairman, I voted against price controls last 
time, and I think you have practically talked me into voting for 
them next time. 

Senator Maypank. You have to stabilize the agricultural products. 

Senator Ture. I cannot see the justification of the food costs when 
the price to the producer is going down. 

Senator Maysank. Every day. 

Senator Tuyr. Mr. DiSalle, I believe you will agree with me. 

Mr. DiSaite. Some of them. 


BEEF PRICES 


Senator Ture. Just a few items have gone down. Even beef has 
gone down. 

Mr. DiSauixr. I beg your pardon. Beef prices are going up. 

Senator Tarr. They are on the retail counter, but not to the pro- 
ducer. 

Mr. DiSauue. Beef cattle is up on all markets. 


BREAKDOWN OF BUDGET ESTIMATE 


Senator Rozertson. I would like to ask Mr. Johnston one question. 
If we appropriate $136,000,000, how much is that below your budget 
estimate ¢ 

Mr. Jounston. It is $5,000,000 below. 

Chairman McKetuar. The budget estimate is $141,000,000, 

Senator Corvon. Do you break that down between the agencies ? 

Mr. Jounston. Yes, sir. I have not got a copy of the breakdown 
between the agencies. 

Senator Corpon. I may have it. I have not had a chance to look at 
it yet, because I have been too interested in the testimony you have 
been giving this committee. 

Chairman McKetiar. We have not only a problem to deal with in 
the Senate, but a problem to deal with in the Congress. The confer- 
ees of the House of Representatives are very able and vigorous men 
and they stand up for what they think is right. That is why I am 
asking you gentlemen to get together between now and next Monday 
or Tuesday and let us have what the least figure is that you can get 
along with, and what should be deducted. 

Mr. Jounston. Mr. Chairman, let me make it perfectly clear to you. 
These are the amounts that are requested. For the Office of the Ad- 
ministrator, only $650,000. For the Office of Price Stabilization, 
$100,600,000, For the Office of Wage Stabilization, $16,154,000. Office 
of Salary Stabilization, $3,126,000. For the Office of Rent Stabiliza- 
tion, $15,825,000. We will take the Office of Rent Stabilization. The 
Director of that office will speak for himself when he comes before you, 
but they have a lot more Seteeas areas to police than they had last 
year. It isa very tight budget. 
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The Office of Salary Stabilization has a very tight budget. We 
have cut it down and cut it down and cut it down. I do not know 
how we can get by and do the job on salary stabilization for anything 
less. 

The Office of Wage Stabilization we do not know exactly what it 
is going to cost, but we think this is the minimum. We ought to open 
the regional offices, and Mr. Feinsinger will talk about that. That 
will be to insure that the wages are enforced at a point close to the 
employer and employee. It is very important that they be enforced 
and that information be given on our programs at the local level. 

Senator Corvon. I do not see why you cannot handle wage stabiliza- 
tion and salary stabilization in the same group. 

Mr. Jounsron. They are completely different. One deals with 
wages and the other with matters such as bonuses, commissions for 
salesmen, stock options, and goodness knows what other propositions. 
They are a different breed of dogs. They do not get along in the same 
kennel. 

Senator Corpon. I do not understand that at all. 

Mr. Jonnstron. You do not, really? Wait until Dr. Allen, of salary 
stabilization, tells you a little about it. I do not know how the man 
who deals with machinist wages is going to work out the stock-option 
plans for the president or vice president or somebody else in the 
company, or the commissions for outside salesmen. It is an entirely 
different breed of dog. 

HOUSE CUT 


Senator Mayspank. They cut you to $57,000,000 ? 

Mr. Jounsron. Thatis right. We have cut that already drastically. 
Originally we thought they should have more than that. Mr. DiSalle 
has been tremendously cooperative, and he has reduced this thing to 
what I think and he thinks is an irreducible minimum if you are going 
to have effective price stabilization. 

Senator Corpon. He has taken most of the reduction. 

Senator Maypank. He has. 

Mr. Jounston. He has taken it on the chin pretty hard. 

Mr. DiSaute. I have taken it on all my chins. 

Chairman McKetxiar. You have a hard job. We all realize that. 

Senator Corpon. I suggest we get a head of price stabilization with 
more chins, and he can take more reductions. 

Chairman McKetiar. Are there any other questions of Mr. John- 
ston? If not, we are very much obliged to you, Mr. Johnston. 

Mr. Jounston. Thank you very much for listening to me. 


PREPARED STATEMENT OF MICHAEL V. DI SALLE, DIRECTOR OF OFFICE OF 
PRICE STABILIZATION 


Chairman McKeriar. The next witness is Mr. DiSalle. Do you 
want your statement to go in the record ¢ ‘ 

Mr. DiSautez. I prefer it to go in the record, and I will make a brief 
statement. 

Chairman McKetxiar. Without objection, it is so ordered. 

(The statement and tables summarizing OPS estimates as revised 
are as follows :) 
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STATEMENT OF MICHAEL V. DISALLE, Drrecror, OFFICE OF PRICE STABILIZATION 


Mr. Chairman and members of the committee, I am glad of the opportunity to 
appear here today to urge as strongly as I can that the Senate restore to the 
appropriation request of the Economie Stabilization Agency an amount which 
will include $100,600,000 for the Office of Price Stabilization. 

The facts concerning the appropriation request for the Economie Stabilization 
Agency as a whole have already been supplied to the committee. Let me review 
the story so far as the Office of Price Stabilization is concerned. 

The President's request for the Office of Price Stabilization was $105,500,000. 
The House Appropriations Committee recommended an amount of $97,000,009. 
Subsequently, on the floor of the House, the total estimate for the Economic 
Stabilization Agency was reduced by $52,600,000 to a total of $75,000,000, Dis- 
tributed among constituent agencies of ESA, this would give the Office of Price 
Stabilization an allocation of less than $56,000,000 for the fiscal year. 

The recommendations of the House Committee on Appropriations, reducing the 
President’s estimate by $8,500,000, were not based on the suggestion that the 
employment needs of this Office were overstated, or that the program as sub- 
mitted should be revised. The report of-the committee shows that it believed 
lapse rates and recruitment goals should be adjusted, and that some savings 
might be accomplished in estimates for travel and printing and reproduction. 

The House committee further recognized in its report that the President's 
budget estimates did not consider the impac” of amendments to the Defense Pro- 
duction Act of 1950, which would undoubtedly increase very substantially the 
administrative burden upon OPS. We still do not have sufficient information 
upon which to submit an appropriation estimate based upon the potential effect 
of these provisions. In operating under the present law we will, of course, use 
every possible means of economy in carrying on our activities within the appro- 
priations granted us. The facts are, however, that the new provision which 
requires us to grant individual applications for adjustment on the basis of a 
certain showing of fact with respect to prices and cost, and the prohibition of 
slaughter quotas will certainly impose workloads on us beyond what were antici- 
pated in our original budget. 

We now request that the appropriation request for the Economie Stabilization 
Agency be granted in an amount which will include $100,600,000 for the Office of 
Price Stabilization. This request is based on estimated workload in terms of the 
original Defense Production Act of 1950. It takes into consideration the difficulty 
we had in recruiting new employees during the month of July, when the future of 
Defense Production Act legislation was still uncertain, and the more recent curb 
on recruitment which we felt was necessary following the action taken by the 
House of Representatives. These new estimates represent realistie recruitment 
goals; related requirements for other objects of expenditure such as travel, com- 
munications, ete., are adjusted in accordance with the revision of personnel plans. 

If the action of the House is permitted to stand, current employment of OPS 
would have to be decreased by approximately 3,600 persons in order to reduce 
operations to a point where our obligations for the full year, taking into con- 
sideration those already incurred, would not exceed the allocation for the full 
year. The possibility of an uneven apportionment affords no relief. We have 
already been advised informally by the Bureau of the Budget that under the 
provisions of section 3679 of the Revised Statutes, as amended, it would be im- 
possible in this instance to secure an apportionment of funds which would in- 
volve incurrence of a deficiency. Thus, given the present action of the House, 
we would have no alternative but to reduce drastically our staff and our opera- 
tions. The combined effects on morale and program for fiscal year 1952 threatens 
a complete breakdown of. what we are attempting to do in our price-stabilization 
efforts. 

The program permitted by the President's budget is described in the pro 
ceedings before the House and in the justification material which has been 
submitted to this committee. There are no significant changes in the economic 
situation. The program is already predicated on what we consider maximum 
assumptions of voluntary compliance. We know, however, that price control 
‘annot be handled purely on a voluntary basis. There has to be adequate en- 
forcement ; there must be provisions for explaining and interpreting regulations 
and orders; the public must be adequately informed in simple, clear language 
what is expected of it; and these things must be done throughout the country. 
Furthermore, as I have indicated in testimony before the committees consider- 
ing changes in basic legislation, we have the urgent job of replacing present 
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interim, formula-type regulations with tailored and, to the maximum extent 
possible, dollars-and-cents regulations. Until we accomplish this goal we will 
not have an acceptable and enforceable program of price control. 

There is no alternative under which we can achieve economical price control 
by decontrolling large segments of the economy. That approach is no more suc- 
cessful than trying to hold back part of a stream by building a dam halfway 
across it. We must be concerned with the total economy and we must have the 
necessary resources to carry on a complete program. 

I will be glad to supply the answers to any questions you gentlemen may have 
concerning our program and these estimates. The job we have to do is an 
extremely difficult one at best. We are determined to make every effort we can 
to carry it out successfully. But it is imperative that we secure from the Con- 
gress sufficient funds to enable us to staff throughout the country at a level which 
will permit us to carry out our responsibilities. 


Fiscal year 1952 estimate, salaries and expenses, Economic Stabilization Agency, 
Office of Price Stabilization 
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Cesarean Revised 
submission estimate Decrease 
re satiated raiimel sctilaiincniagiinapetaioneetiilt | mpl dicerypiecebidtigticheenial wit 
Tota] number of permanent positions_--.--...........---------- 19, 000 ORE Fee 
Full-time equivalent of all other positions-._-.......-.------.-- 77 48 29 
Average number of all positions...-...........-.------------ --| 16, 826 15, 926 900 
j= SS _ ———— SS EEE 
01 Personal services: | 
Permanent positions-----....--- laa woeresennne] $79, 323,600 | $75, 234, 350 $4, 089, 250 
Full-time and temporary positions __ Re SE EO Te 800, 000 500, 000 300, 000 
Regular pay in excess of 52-week base_-_--.-........--------- 301, 575 289, 360 12, 215 
Payment above basic rates.................-.....---------- 2, 374, 900 oe 117, 870 
Foreign service differential..__..____- Vee aie eee | 154, 000 146, 060 7, 940 
Teel oeeneial eerv ieee... 2 bw. oso cee 82, 954, 075 78, 426, 800 4, 527, 275 
Ne IN « seusessicsscilassaonec] ll. arene 253, 350 
03 Transportation of things. -.-............--....-------.------- 540, 000 537, 400 2, 600 
04 Communication services. _.--....---.------- Sabena wheel be 1, 7 000 5 831, 500 48, 500 
05 Rents and utility services_............-- sia Seanad ana abivin , 500 7, OO Ft 
06 Printing and reproduction--._-.......--- arse dilag-aeaneubeanees 4, 408, 000 4, 386, 350 "21, 650 
07 Other contractual services - - - -- she pinpaaaahedan 169, 500 DENS lecnciecaence 
Services performed by other agencies. on caidas eeith capes leap dba 1, 552, 000 3; 552, DO Fath tsibdic: o« 
08 Supplies and MORAN ig on became nnbdewn secede 1, 1, 651, 450 1, 625, 400 26, 050 
00 Equipment...........<.-+.-.----=.-- scne nee senennensapnee 2, 777, 500 2, 777, 500 |..------ — 
15 Taxes and assessments. ------ Sindee die tartar eag- cea pigs kate aianl 399, 075 378, 500 20, 575 
Total obligations... . .....-. nsec. cnosecncivescousacscs 105, 500,000 | 100, 600, 000 4, 900, 000 
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PRICE STABILIZATION PROGRAM 


Mr. DrSauie. Mr. Chairman and members of the committee, when 
the history of price stabilization is written, it will be read pretty 
much according to who writes the history. 

Senator Corvon. And who got hurt by it. 

Mr. DiSatrx. That is right. 

Senator Maysanx. You do not want any information service, then. 


AMOUNT REQUESTED 


Mr. DrSauie. Yes; we do want information service. In coming 
to you today and talking to you about the program and the appropria- 
tion of $100,600,000, I am often startled at the amount of money that 
goes into this. I was mayor of a town that was a pretty good-sized 
town, and we had an appropriation of $15 or $16 million to run 
a city in the course of a year. Ofttimes when some people say, “T his 
only costs us $100,000,” I throw up my hands, because when we wanted 
to spend $100,000 in Toledo, we had to have a referendum on it. It 
was a great sum of money. 


PERSON NEL 


So in combing this proposition over, we did it with the intent of 
operating on the smallest amount of money possible. OPA had 60,000 
employees. We could roughly try to break down their functions— 
30,000 in rationing and rent, and 30,000 in price controls, but you 
know when you have a staff of that kind you have duplicating fune- 
tions. So some of the functions that we perform with our present 
staff are functions that would have to be performed regardless of how 
many people you had. So in trying to operate a price stabilization 
program for the entire United States with 19,000 people, you realize 
the problems that are created. 

With 19,000 people, that means that you have to consider the prob- 
lems of 4,000,000 business concerns. 


FIELD OFFICERS NEEDED 


I was startled today when I just casually thought about the number 
of cities in which we have no program whatsoever, not a single person 
in the Office of Price Stabilization. We have one city of over 300,000 
in the United States without an office. We have five cities over 200,- 
000 people without an office. We have 39 cities of over 100,000 with- 
out an office. We have 162 cities of over 50,000 with no office. We 
have 445 cities of over 25,000 people with no office. 

Senator Corpon. Why would you have an office in a city of 25,000 
people and not have one in one of 300,000? 

Mr. DiSatie. We have no offices in cities of 25,000 at all. 

Senator Corpon. And you are talking about. the cities of that popu- 
lation in the United States. 

Mr. DiSauie. That is right. Certainly those cities have business 
concerns that are interested in this program. They have business con- 
cerns that have to know about the price regulations and have to know 
about the compliance regulations. Yet we are trying to do that com- 
plete job with only 19,000 people. 
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PERSONNEL IN WORLD WAR IT OPA OFFICE 


Senator Maypanx. How many did they have in the last war? 

Mr. DiSaue. Sixty thousand in OPA, roughly half in price sta- 
bilization. 

Senator Maypank. And you have 19,000? 


PERSON NEL REQUESTED 


Mr. DiSauue. We have 11,000. We are requesting 19,000. That is 
for the national office, 89 district offices, and 14 regional offices. 

Senator Ture. Mr. DiSalle, did the ration cards “and so forth fall 
in the category of the office that is comparable to yours now? 

Mr. DiSauue. Yes; it did. 

Senator Ture. Of course, that required a tremendous amount. 

Mr. DiSatie. That is what I said. 

Senator Taye. With the rationing cards and the close grocery-store 
oupeey ision of all the prices of the inventory. 

fr. DiSaix. I said 30,000 people on rationing and 30,000 people 

on prices. 

Mr. Coox. The figures of OPA as of June 30, 1945, showed 4,000 
people on rationing ‘both in the national and field offic es, excluding the 
local boards. 


MEAT-SLAUGILTERING QUOTAS 


Senator Tyr. While you have been interrupted, Mr. DiSalle, would 
you be able to determine better the difficulties of the packers if you 
had a greater number of men engaged on your staff? I have received 
quite a number of complaints, and I am sure everybody else has, that 
a legitimate packer, if he complies, he is not suc ‘cessful in his busi- 
ness. Somebody else is the successful bidder. Those cattle go out. 
They do not know where they go. They do not know where they are 
being slaughtered. They do not know how the man that could be 
successful in the bid can stay in compliance and where he is ship- 
ping to. 

Mr. DiSatie. We could do a much better job on that particular 
problem with more people. In the last 2 months since we lost slaugh- 
ter quotas our problems have become more aggrav ated. 

Senator Tuyr. You had problems before that? 

Mr. DiSatxx. Not nearly the problems we have now. 

Senator Ture. Maybe not nearly as many as you have now, but 
the complaints were common while you had quotas. 

Mr. DiSatie. We had a great many more people in compliance 
because they were afraid of losing quotas. There is no fear in losing 
quotas today, and they will go into the markets and bid. 

Senator Tuyr. Apparently there is no fear of prosecution either, 
because there are a lot buying out of compliance. 

Mr. DrSauie, Yes, sir, that is true, but there are many ways in 
which they ¢ an sell their meat at legal prices. 

Senator Tarr. How is that, Mr. DiSalle, when you control the 
prices. How can one sell and not another ? 

Mr. DiSatie. Some people are willing to operate on smaller mar- 
gins than others. Consequently they can bid higher than others. 


88249—51— 50 
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COOPERATION OF CITIES ON ENFORCEMENT PROGRAM 


Chairman McKetiar. Mr. DiSalle, what help are you getting fro 
the cities? Are they cooperating with you or not ? 

Mr. DiSaute. The city of New York has passed an ordinance ch 
has been helpful. Our people out there are working on a joint en 
forcement program with the city of New York. That is the only 
city up to date that has passed that kind of law. 

Chairman McKetar. That is an important matter because you 
would almost have to have the cooperation of the cities. You need 
them, do you not? 

Mr. DrSauze. Yes, we should have some assistance. During the 
control period in World War IT, I think there were about 60 or 70 
cities that did pass legislation and did cooperate with the Federal 
Government. 

Senator Mayspank. A lot of the cities own their own abattoirs, anc 
they passed legislation. 

Chairman McKeutar. I would think on a matter of this importance 
you could get the help of the cities. Certainly they would help you 
if they cooperated with you. 

Mr. DiSauie. We are working on that now. We have asked our 
enforcement people to examine the situation in these cities to deter- 
mine what the possibilities are of assistance. 


VOLUNTEER COMMITTEES 


Senator Corpon. How many employees do you have now ¢ 

Mr. DiSauie. Eleven thousand one hundred and twenty-five. 

Chairman McKextar. Have you any assigned to that particular 
job of getting help from cities ? 

Mr. DISALLe ». No, we have not. Wedo have a good many volunteer 
committees across the country. 

Chairman McKetxar. I can understand that, but they do not do the 
good that the organized cities would, in my judgment. 

Mr. DiSauix. That is right. We have about 500 volunteer commit- 
tees functioning, but they do not serve an enforcement purpose. They 
are information committees. 

Chairman McKeg.uar. Proceed, please. 


FIELD OFFICES 


Mr. DiSatxe. In utilizing these 89 district offices and 14 regional 
offices, we have delegated a good deal of adjustment authority to our 
district offices, so that it would be handier for the local businessmen 
to go in and take his complaint and make his adjustment and get his 
interpretations. So our emphasis has been on the constant delega 
tion of authority to district offices, but at the same time we have had 
to complete our program. 


PRICE REGULATIONS ISSUED 


We have issued since the office has been in existence 571 price ac- 
tions. That breaks down into about 70 major regulations and then 
the amendments and supplements thereto. 
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Senator Corvon. Did you say price actions? 
‘Mr. DtSatre. That is right. 

Senator Corvon. What do you mean by that? 

Mr. DrSatte. A price regulation. 

Senator Corpvon. Are you proceeding now to prepare what you term 
tailored regulations ? 

Mr. DirSatiz. That is right. We have issued standards for tailored 
regulations. In these price actions that we talk about, there have 
been tailored regulations issued. 

Senator Corpon. May I inquire as to whether this sheet, summary 
requirements, fiscal year 1952, by activity, represents a showing of 
the number of personnel requested and the total amount of 
$100,600,000 2 

Mr. DirSaute. That is right. 

Senator Corvon. I see that in the first column, and I take it this 
is the amended request ? 

Mr. DrSauie. That represents the total number of people estimated 
through June 30, 1952, and an estimated average employment for the 
entire year. 

Senator Corvon. By that, do you mean that you will have em- 
ployed by the end of the fiscal year considerably more than 15,000 
people? 


BREAK-DOWN OF PERSONNEL REQUESTED 


Mr. DrSatte. Nineteen thousand people is what we are asking for. 
Then we have the break-down of what that consists of; 7,430 people 
in price operations, you will find that information in the second 
bracket, “Estimated June 30, 1952.” We estimate 1,200 for the chief 
counsel, 900 in Accounting, 5,500 in Enforcement, 55 in Economic 
Policy, 400 in Public Information, 20 in Field Operation, 3,000 in 
Management, 500 in Executive. That includes the Director’s office. 
That is the total here. This is the estimated total June 30, 1952. 

Senator Corpon. Is it your plan to level off at around 19,000? 

Mr. DrSaue . Yes; that is our plan. 


EFFECT OF HOUSE CUT 


Chairman McKetiar. How many would you have with the House 
amount ¢ 

Mr. DrSauie. Seven thousand five hundred and twenty people. 

Chairman McKetiar. How many have you now? 

Mr. DiSauue. We have 11,125. It would mean a reduction in force 
of about 3,600 people. 

Senator Ture. You could not do the job at all with the House ap- 
Sa dg 

Mr. DiSatxie. We could do a job. You can do a job with four 
people, but that is the kind of a job you get. It is going to be difficult 
enough with 19,000 people to attempt to get out the regulations, to 
enforce the law, and to give the explanations and adjustments that will 
be required. With 7,520 people it would be just five times as hard. 

We would have to do away with some district offices and regional 
offices. Instead of having maybe 5 cities of 200,000 and over with- 
out offices, we might have 8 cities or 9 cities of that size without 
offices. We would just have to slash drastically. 
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Chairman McKetuar. Have you an office in every State? 

Mr. DrSauir. Yes; we have at least one in every State. In some of 
the major States, like Tennessee, we have two offices. 

Chairman McKetiar. Where are they, in Tennessee ? 

Mr. DiSauie. Nashville and Memphis. 

Senator Maypank. I am glad he has only one in South Carolina. 

Mr. DiSaute. We have one in South Carolina. 


APPEALS BOARD 


Senator Ecron. Mr. DiSalle, is there an appeal board ? 

Mr. DiSauue. Yes, there is an appeal board. 

Senator Ecron. That is set up under your direction ¢ 

Mr. DiSauix. That is right. There isa procedure set up for protest 
and hearing on appeal and a direct hearing before the Emer gency 
Court of Appet als in the event that the protest is denied. 


ELIMINATION OF REGIONAL OFFICES REQUESTED 


Senator Maysank. I wish you would do away with the regional 
office. 

Chairman McKetuiar. Could that be done? 

Senator Maybank. We have people from South Carolina going to 
Atlanta to the regional office, and they could get here just as soon. 

Chairman McKeiar. I have more compla ints on the regional of- 
fices than any others. 

Mr. DiSauxxe. I think that might be so but we have our troubles 
dealing with only 13 regional offices. If we had to deal directly with 
100 offices 

Senator Maynank. You would have less trouble. The regional 
offices do not understand the local problems and this, that, and the 
other, 

Chairman McKetiar. I wish you would figure ‘on that and see 
what could be done. 

Mr. DiSatix. We have gone through that. At the very beginning 
the question came up of doing away with regional offices. We went 
through it quite exhaustively. The Bureau ‘of the Budget and our 
people made quite an exhaustive study.. It has been pretty well 
determined that this type of operation cannot be successful without 
close supervision, and it could not be supervised on a national basis 
well enough to provide an efficient operation. 

Chairman McKetxiar. You take, for instance, in my State we have 
two offices, but they report to Atlanta. I am frank to say that nine- 
tenths of the complaints that come in come in because of that—that 
is my guess, I could not be accurate. The trend of travel is toward 
Atlanta. 

Senator MaysanKk. That is right. If you get on a train in my 
home town you will be here in 8 hours. To go to Atlanta it takes 
16 hours. Senator Frear had me put an amendment on the Produc- 
tion Act to have somebody from the Pennsylvania office to be from 
Delaware. They were totally disgusted. The officials in Atlanta, 
Ga., know no more about South Carolina than the man in the moon. 
Despite my appreciation of the citizens of our great metropolitan 
center of Atlanta, Ga. 














SUPPLEMENTAL APPROPRIATIONS FOR 1952 787 


Mr. DiSatie. We would have to have a national office as big as 
the Pentagon. 

Senator Maynank. You are not going to get anything done by 
sending my people to Atlanta. I mean it, too. 

Mr. DiSauxe. Atlanta? 

Chairman McKe tar. I have gotten more complaints on that. 

Mr. DiSautx. I have not been down to South Carolina yet, but 
1 was in Memphis and talked to the director, and they seemed to 
have a pretty fair operation and getting along fine. 

Chairman McKetiar. He is fine. 

Senator Maysank. I am not talking about the local people. 

Mr. DiSatxe. The relationship between the Memphis district office 
and the regional office is very good. 

Senator Maynanx. There is no relation between the people of 
South Carolina and the officials in Atlanta. They are not representa- 
tives of the people of North Carolina, South Carolina, Georgia or 
Alabama. 

I am only telling you, you can get on the train in my home town 
at 11 o'clock, and be here at 8 o’clock in the morning, and you can 
get on the train at 5 o’clock and you do not get to Atlanta until 11 
o'clock the next day. 


NUMBER OF REGIONAL OFFICES 


Senator Corvon. How many regions do you have ? 

Mr. DrSaute. We have 13 in the continental United States and 1 
regional office for our 5 territorial offices. I think there is a possi- 
bility now of bringing Samoa into this last region. 

Senator Maypank. You have to do that in ‘foreign countries. You 
may have to do it is Pennsylvania. But it looked to me like it was 
awfully bad to have the State of Delaware which was the first State 
that joined the Union, and could not even have a man on the board 
in the regional office in Pennsylvania until we put it in the law. 

Chairman McKe.nar. I am a believer in individuals. I am not 
a believer in commissions. Have you got a man of good hard common 
sense that you can put on that and let him study for you and get him 
to advise on this subject of regional offices? 

Senator Maysanx. The Bureau of the Budget went through all 
this in World War IT. We went through that at the same time. We 
finally got Chester Bowles and a few other people to apply some 
common sense to it. As far as the Bureau of the Budget is concerned, 
this committee, as I have often heard you say, Mr. Chairman, is not 
subject to the Bureau of the Budget. 

Chairman McKetuar. If you have got such a man, a good level- 
headed man, and I am sure you have—— 

Mr. D1Sattr. I have at least one more in the office besides myself. 

Chairman McKetuar. Very fine. 

Senator Maynank. Look into that thing. It is ridiculous and 
everybody resents it. 


ESTABLISHMENT OF REGIONAL OFFICES BY EXECUTIVE ORDER 


Mr. Coox. The regional offices were established by Executive order. 
Senator Maypank. I understand that. 
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Mr. Coox. We will take it up with the Bureau of the Budget. 

Senator Maypanx. If the Bureau of the Budget cannot do any. 
thing, we will have to do something. 

Chairman McKetxar. Will you look into it? 

Mr. Coox. We will. 

Senator Maypank. You will admit that in Pennsylvania the people 
of Delaware did not have a man on that board. Senator Frear who 
was a member of the committee, and Senator Williams, talked to me 
about it, and finally an amendment was put in. Ido not know who 
you have in Atlanta. 

Chairman McKetxar. I am thinking about the good of the pro- 
ject. I know you have a terrific job and I know you suffer as much 
as any man in the Government, and I can realize what you have to 
undergo. But if you have that sort of man that can go into that 
carefully and let us have a report, I would be very much obliged. 

Mr. DrSattez. Yes, sir. 

(The information referred to is as follows :) 


ANALYSIS OF THE FIELD ORGANIZATION OF THE OFFICE OF PRICE STABILIZATION 


PRESENT ORGANIZATION 


The Office of Price Stabilization field organization is composed of 13 regions 
covering the continental United States and a fourteenth region whose jurisdiction 
extends to Territories and possessions. Each of the 13 regions is composed of 
a regional headquarters and district offices located in the major cities, ranging 
from 4 to 10 districts in each region. The headquarters of the region covering 
the Territories and possessions is located in Washington, D. C., and each of the 
individual possessions constitutes a district office of this region. There are 89 
district offices in total, including both those in the continental United States and 
in the Territories. The organization of the Office of Price Stabilization must be 
viewed in the light of its contacts with almost 4,000,000 business establishments, 
covering almost the entire range of economic activity in the United States. The 
major problems influencing the organization structure are, in general: 

(1) The need for uniform administration of national policies. 
(2) The need for service to local businessmen. 
(3) The need for maximum utilization of specialists. 

The staff requirements requested in the President's budget are geared to the 
most effective and most economical organization for each major component of 
the Office of Price Stabilization, considering these general problems and also 
such factors as the degree of service possible with the staff contemplated in the 
President's budget. 

After considerable study, the administration of the price stabilization program 
in the field was deemed to require regional offices supervising and coordinating 
the district offices located in the major cities. The major operational responsi- 
bilities were to be delegated to district offices with regional offices performing 
operational functions where the problems involved several districts. The 
maintenance of a uniform national price policy which does not lose sight of 
the individual in the course of its operations presents a problem in administra- 
tion, calling for a combination of over-all national control with a maximum of 
local contact with business. Maintenance of uniformity in policy requires a 
high degree of intimate control from the national office. This degree of control 
would be very difficult to obtain, if the national office wore compelled to super- 
vise directly the 89 district offices of OPS. Instead, uniformity could only be 
obtained by holding authority for action in the national office. To do this would 
impair to a large extent the value of the district office to the local businessman 

On the other hand, the task of supervising 14 regional offices can be accom 
plished effectively with assurance of reasonable uniformity. In turn, each 
regional office is able to assure uniformity among the relatively few district 
offices reporting to it, with due consideration for local conditions. Through 
this arrangement, authority can and has been delegated to the field so that 
to a large degree final decision with respect to pricings and adjustments can 
be made in the field, in a majority of the cases at the district office leyel. This 
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arrangement is designed to satisfy the local businessman in that he deals 
with an office near his place of business and with people of his own community 
who recognize the particular problems of that business and that community. 

In addition to the job of supervision which is so necessary for the decentraliza- 
tion of the price-control program, the staff in the regional headquarters carries 
on actual price administration. As a matter of fact, if the primary job of 
supervision were the only job of the price staff, it would be impossible to support 
the proportion of the regional office staff to that of district office staff as indicated 
in the budget request. 

While every effort is made to keep operating functions at the district level, 
this is not feasible in all cases for two reasons. First, many business estab- 
lishments extend beyond the territory of a single district*but are predominantly 
confined to a single region. In such cases, administration of the price, program 
in the regional offices is particularly effective. For instance, in nearly every 
case a milkshed goes far beyond the jurisdiction of a single district office and 
yet is contained within an existing regional office. Before the end of the current 
week it is expected that a full delegation of authority to determine the prices 
of milk within standards laid down by the national office will be made to each 
regional office. Such a delegation cannot feasibly be made to the district offices, 
because each milkshed involves more than one district. 

Secondly, it is a fact that price regulations are, in many instances, so tech- 
nical in scope that they can be administered only by specialists. While each 
district office should be composed of sufficient personnel to cover most of the 
businesses common to all districts, it would be impossible for the district staff 
to administer fully all price regulations without a large number of specialized 
personnel. Yet, there would be insufficient work to keep specialists of all types 
fully employed on their specialty in every district office, even if it were possible 
to find a sufficient number of them. This problem has been met by employing 
a corps of these specialists in each regional office. These specialists are engaged 
in the actual operations of the price program by reason of the complete advice 
and guidance which they give to the more generalized district office staff. As 
an example, in the slaughter-distribution program we have been compelled to 
restrict the operations exclusively to the regional level primarily because it would 
be difficult to find sufficient specialists in the business of slaughtering to put one 
in each district office. 

It is important to point out that the national office, too, carries on a direct 
operations program. Industries, such as the textile industry, cannot feasibly be 
controlled through actions of a local office, whether it be at the district or regional 
level. With respect to these large industries we have arranged that such actions 
as establishment of prices and consideration of adjustment applications will be 
carried on at the Washington level. Generally speaking, the work of district 
office staff is to provide a complete pricing service to all business establishments 
centered within that district area, which would include practically all retail 
establishments. Regional and national offices are required to service those 
business establishments which operate in more than one district or in more than 
one region, and are principally concerned with the larger manufacturers, proces- 
sors, and wholesalers. 

In establishing the existing regional-district organization and staffing require- 
ments, full recognition was given to the particular organizational needs of each 
of the program components, whose coordinated efforts are required to carry out 
the price-stabilization program in the field. Following are explanations of the 
functions and organizational concepts of each of the six major field programs of 
the Office of Price Stabilization, namely, price operations, legal, information, 
accounting (industrial accounting as distinguished from internal agency account- 
ing), enforcement, and management. 


PRICE OPERATIONS 


The functions of the Office of Price Operations in the field may be divided 
into three major categories. The first is that of trade relations. This is the 
task of reaching each seller with the specific details of the price program, so 
that he may understand his obligations under price regulations. This function 
involves the answering of inquiries, the holding of price clinics, the making of 
speeches before trade associations, and numerous other techniques designed to 
to educate the trade. 

The second category is that of the setting of prices, Nearly all price regula- 
tions make provisions for the establishment of prices for new sellers who enter 
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the market after the effective date of the regulations, or for existing sellers who 
undertake the sale of a new commodity or line of commodities. The appearance 
of a new class of purchasers may also require the establishment of a price. To 
the extent possible this second job has been decentralized for the sake of pro- 
viding the best service to the individual businessman. We expect in the near 
future to establish area pricing programs for food and for other commodities, 
These area pricing programs are designed to permit deviations within a nation:| 
price policy to meet local conditions of supply, transportation costs, and other 
factors. 

The third category of activity in the field price operations program is that 
of the Se of adjustments. A national or even an area pricing pro- 
gram must consider the specific problems of individuals subject to the regula- 
tions. The large bulk of processing applications for adjustment of prices made 
by individuals has or will be delegated to the field offices of price operations. 

The price staffs in both the regional and district offices, with the exception 
of clerical personnel, fall into two groups. The largest consists of business 
analysts who conduct the trade relations activities and the pricing job, and 
assist the economists in the consideration of adjustments. The economists, 
while having the function of giving general advice concerning business condi 
tions to the entire Office of Price Stabilization local office, have a primary func- 
tion of processing individual adjustment applications. The functions of these 
two groups at the regional and district levels are the same, except that the 
activities of the district business analysts and district econemists are confined 
to businesses which are contained within the same district, while the personnel 
at the regional level works with businesses which involve more than one dis- 
trict or on matters which require a degree of specialization which cannot be 
supplied in every district office. In addition, the regional personnel exercise the 
all-important function of supervising and maintaining program uniformity among 
the district price operation staffs. 

One criticism of the organization of the price operations program has been 
that the district office refers too many matters to the regional office. This criti- 
cism is not without grounds at the present time, but the reason stems not from 
the basic organizational concept but from the difficulties which have been en- 
countered by the Office of Price Stabilization in attempting to staff its district 
offices with a sufficient number of business analysts and economists whose back- 
grounds, taken together, produce a well-balanced price operations staff. The 
task of establishing 89 district offices in a few months was a tremendous one, 
particularly when consideration is given to the uncertainties as to allocation of 
funds which a new, rapidly expanding organization must face, and the uncer- 
tainty with respect to the extension and amendment of the Defense Production 
Act of 1950. As soon as we know the amount of our budget allocation for the 
fiscal year ending June 30, 1952, we will be able to establish firm plans which 
will include bringing the district offices up to the strength which will enable 
them to carry out their role as originally conceived in our organizational con- 
cept, thus minimizing the degree of dependence upon regional offices. 


LEGAL 


The functions of the field legal staff consist of the rendering of interpretations 
of ceiling price and other regulations of the Office of Price Stabilization and 
the preparing of legal opinions with respect to applications made by individuals 
for adjustments. While efforts have been made and will continue to be made 
to place a maximum share of this work upon the legal staff in the districts, the 
same factors which require operations activities with respect to the price opera- 
tions staff in the regional office similarly apply to the staff of the regional coun- 
sel. Again, a substantial volume of applications for adjustments from firms 
which have substantial operations covering more than one district will be re- 
ceived by the regional office and will require the assistance of a legal staff in their 
processing. 

The factor of supervisory control which was discussed in connection with the 
price operations program applies equally with respect to the legal activities of 
the agency. The maintenance of uniformity of interpretation is of obvious im- 
portance, yet the supervision from Washington of 89 offices, each with a power 
to issue interpretations, would be difficult. The work of OPA is said to have 
suffered greatly by reason of its failure to delegate authority to make interpre- 
tations to the field. This failure created a bottleneck in Washington which 
existed until the OPA was dissolved. We believe that the authority to render 
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interpretations can be successfully delegated to the district offices, provided an 
intermediate level of supervision exists in the regional offices. 


INFORMATION 


The job of the public information program is simply to keep business and the 
public informed of OPS actions and their significance. We are completely of 
the opinion that most of this job should be performed at the district level, and 
our original plan of organization was predicated on this basis. However, the 
limitation of funds imposed upon the public-information program in the Presi- 
dent’s budget made it necessary for us to modify our original plan of organiza- 
tion and to consolidate the information service in the regional offices. Here 
again the requirement for specialization is the compelling reason for the action 
which we took. Public information media today are so varied in nature that 
men with different informational backgrounds are needed to carry out a success- 
ful program. There is not a sufficient provision of funds in the President's 
budget to provide this needed specialization in every district office. As the 
next alternative, we have chosen to permit specialization to a limited degree 
in the regional offices, although to a large extent this must be provided from the 
national office itself. 


ACCOUNTING 


The field accountants will conduct cost surveys, adjustment studies, and 
enforcement reviews of businesses by analysis and audit of financial records. 
The many businesses covered by OPS regulations require industrial cost-account- 
ing specialists of many types. Such specialists cannot be obtained in sufficient 
number and indeed, the President’s budget was not designed to permit a sufficient 
number to staff fully every district office. The alternative, and the most practi- 
eal organizationally, is to establish the headquarters of the field accounting 
staff at the regional office in order that this staff may be utilized as independent 
accountants by the district offices as well as the regional office. 


ENFORCEMENT 


In the field the enforcement staff is engaged in active investigations to deter- 
mine that the Office of Price Stabilization regulations are being complied with. 
After clearance with the Department of Justice, Office of Price Stabilization 
enforcement personnel, as assistant United States attorneys, and subject to the 
supervision of the United States district attorneys, prosecute both civil and 
criminal actions against alleged violators. 

Because of the requirement of the Department of Justice that all proposed 
actions be approved by its central office in Washington, early in the formative 
stages of the Office of Price Stabilization organization it was determined that 
an intermediate level of specialized supervision in the regional office would not 
be necessary. The major emphasis was the development of the closest possible 
relationship among the field-enforcement personnel locatéd in districts, the 
enforcement office in Washington, the Department of Justice in Washington, and 
the United States district attorneys in the Federal judicial districts, with due 
consideration for the need for coordination of enforcement with other program 
activities. The regional enforcement staff serves chiefly as a point of contact 
between the other regional components and the enforcement program. It also 
has the function of conducting investigations of a particularly delicate nature 
and of making inspections of the adequacy of operations in the district enforce- 
ment offices. It was not deemed necessary to provide enforcement specialists 
in the regional offices as the specialists of other program activities, both in the 
district and regional offices, are used by the enforcement organization as needs 
require. 

MANAGEMENT 


It is believed that the field-management functions of the Office of Price 
Stabilization can, without exception, be performed more economically by the 
regional offices than by the district offices. The housekeeping tasks—keeping 
the books, controlling travel, procuring supplies and equipment, processing per- 
sonnel actions, and the rest—require people who know Federal law and regula- 
tions. Since these specialties are never fully interchangeable, it is necessary to 
maintain staffs of at least several key experts, and these, while they are busy 
full time in the regional offices, would be only partly occupied if the management 
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job were transferred to the district offices. The number of people, too, woul: 
have to be increased to enable each of the district offices to do the full job that 
would be required of it. 

As management operates today, it is possible to have a few people in each of 
the district offices who, under the supervision of the regional office, turn their 
hand to all the tasks that must be done there and send on to the regional office 
those that require greater specialized knowledge. 

A second major job of management, that of assisting the Director in planning 
and carrying out his assignment, can be done best at regional level simply because 
high-level executive personnel and the funds to pay them are not available to 
staff all the district offices. An Office of Price Stabilization executive officer, in 
addition to seeing that the housekeeping jobs of the region are done quickly and 
well and in accordance with the law, helps the Director translate the program 
into action. 

A third major job of the field also can be handled best by the regional rather 
than district offices. This is the task of placing in the hands of thousands of 
people concerned, the Office of Price Stabilization price regulations that concern 
them. The scope and responsibility of this distribution is without parallel in 
the Government or in private industry. Its basic requirements are two—that 
the regulations reach the people concerned, and that they reach them at approx 
imately the same time. By far the most effective way to accomplish this task 
has proved to be distribution by direct mail which requires sizable installations 
of machinery to produce and utilize mailing lists. These installations could be 
made in each of the district offices, but it would multiply many times the cost of 
equipment, and there would be the waste in idle time that is the result of less than 
a full production schedule, 


BREAKDOWN OF PERSONNEL IN WASHINGTON REGIONAL AND DISTRICT 
OFFICES 


Senator Corpon. Do you have an organization chart by which you 
can show the basic organization of a regional office ? 

Mr. DrSatxe. Yes. 

Mr. Coox. We can supply a chart for the record, if you like. 

Senator Corpon. I know some figures that I cannot follow. They 
appear unbalanced to me, although you probably know what they 
mean. 

Mr. D1Sariz. What figures are those? 

Senator Corvon. I note on the price operation you have 1,100 people 
slated for your Washington office. You have 1,054 for your regional 
offices. 

Mr. DrSatxe. That is right. 

Senator Corvon. Five thousand for the district offices. 

Mr. DrSatxe. That is right. 

Senator Corvon. If a regional office has, as I assume for the purpose 
of my inquiry it has, as its chief duties the control and direction of 
the district offices, it would appear to me that 1,000 people in the 
regional offices, as compared to only 5,000 in all the district offices, 
represents too many generals for the size of the army. 

Mr. DiSatie. They are not generals exactly. We do not have that 
many generals. “ We cannot afford the luxury. The people in the re- 
gional offices also have to make adjustments and handle interpretations 
and answer inquiries from the district office. 

Senator Maysanx. If I may interrupt, I am going to vote for Mr. 
DiSalle to have more money. Nobody knows he has a hard job better 
than I do. But the people in my State cannot understand why, if 
they want a decision, they have to go to Atlanta, Ga., to see Govern- 
ment officials, and if thev are not satisfied, they telephone me about it. 

Senator Corpon. This chart before me represents a complete pic- 
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ture. If you have an accounting division, how many people do you 
have on it; if you have a legal division, how many; price operation, 
how many; enforcement, how many ? 

Mr. Cook. Senator, I have a chart which shows the typical regional 
and district office. 


OFFICE OF CHIEF COUNSEL 


Senator Corpon. Now we can get some general idea of what we have. 
The next item here is chief counsel. You have 350 lawyers. I take 
it the chief counsel represents a complete legal staff. 

Mr. DiSauue. Those are not all lawyers. That is stenographic and 
clerical staff that goes into the Division. That is total staff. 

Senator Corpvon. In the Legal Division. 

Mr. D1Sauix. There are 1,2 200 people, in total. 

Senator Corvon. You have 350 national, 205 regional, only 645 dis- 
trict. Again it seems to me that your region is being emphasized at 
the expense of the districts where I am afraid most of the work has 
got tobe done. I want to hear from you presently when I get through 
with this. 

In enforcement, of course, that is perfectly clear. You have 350 
national, only 54 regional, and 5,096 are out where they ought to be 
in the field where the work is. 


PUBLIC INFORMATION 


Then we come to public information. We have 100 national, 113 
regional, and only 187 district. 

Mr. DiSauue. That is right. 

Senator Corpon. Now I would like to know what the 113 in the 
region do, if your interpretations are made as they appear to me they 
should be made in headquarters. It would appear to me that it would 
be little more in the region to do than to see that the interpretations 
reached in the districts. Iam assuming that the interpretation would 
interpret and it would be in the language that could be understood. 
When you get to management, I find the next heading “Executive.” 
Ll ask you what is the difference between man: iwement and executive ? 
I thought they were synonymous. 


ADMINISTRATIVE ACTIVITIES 


Mr. DiSauie, Management is the housekeeping function, the per- 
sonnel, the dist ribution, the budget, audit, and those functions. Exec- 
utive is the Director’s office. That is my office. The 130 people in- 
clude the Director and his staff, regional directors, and district direec- 
tors, 

Senator Corpon. You have 700 in management in the national office. 

Mr. DiSattz. In Washington, that is right. 

Senator Corvon. Double that, 1,420 in your regions and only 890 
in all of these districts. Again it seems to me you are emphasizing 
the regional operation at the expense of the plac e where it seems to 
me the work ought to be done. I am not critical. I just simply 
want you to tell us how you are operating. 

Mr. DiSaxtz. On the management function, particularly, we have 
concentrated these people in ‘the regional office in order that they 
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might better do the job for all the district offices. Instead of multi- 
plying the people in the district office, the work is performed in the 
regional office so that the regional office can better take care of all the 
district offices. These people will do the work in the regional office 
for several district offices. 

Senator Cornon. Accounting is done in the field. You have 900 
accounting in the field against 350 regional. 

Mr. Coox. That is industrial accounting. The type of account- 
ing that is done by certified public accountants. It is not internal 
accounting. 

Senator Corpon. It is not your housekeeping. 

Mr. Coox. I would like to speak to the housekeeping and the 
management side. We felt that it was more economical and more 
efficient, since we had regional offices, to centralize the maintenance 
of records, the preparation of payrolls, and the establishment of a 
distribution center where regulations could be distributed, in the 
regional office under our organizational set-up. 

You will find that particulary true in management where there is 
a concentration in the regional office. 

Senator Corvon. If I understand you correctly the term “regional” 
comprehends simply a central agency from which many field opera- 
tives will cover each in his own particular field housekeeping neces- 
sities in the various district offices. 

Mr. DiSatxr. That is right. 

Senator Corpon. You will have a traveling auditor. 

Mr. DiSatie. That is right. 

Senator Corvon. Possibly a traveling personnel individual and the 
like of that; is that your plan ? 

Mr. DiSarrer. That is right. 

Mr. Cook. In addition to that, in the district offices we have .man- 
agement personnel, but they perform many functions. They may 
perform budget functions, initial preparation of payroll, initial 
peomere of personnel actions. All of those things may be done 
oy one person in the district offices. 

The regional offices cover many districts, the district offices cover 
the personnel only in that one district. 

Senator Corvon. You are going to have some inspectors. The 
are going to go over the whole region to supervise operations, aa 
within his own particular classification ? 

Mr. Coox. That is right. 

Mr. DrSauie. That is the only way we can operate with our limited 
personnel. 

Senator Corpon. If you do not carry it too far, it sounds all right 
to me. 

Mr. DiSaute. That is the way we are covering the territory, with 
price clinics, and things of that kind. : 


PROBLEM OF REGIONAL OFFICES 


Chairman McKetxar. This is an actual case I wish to speak to. In 
the first district of Tennessee, we have 14 counties and five of those 
counties border on North Carolina. Under your set-up you have 
taken those five counties and required them to report to Raleigh, 
N.C., or Charlotte, N.C. I believe it is Charlotte. 
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They have to go over the mountains to get to Charlotte. There is 
no direct route. "They have to get there the best w ay they can. There 
is no connection between North Carolina and eastern Tennessee that 
would cause the people to go the same route at all. It just stirs up 
everything down there and you have no idea how much trouble a 
Senator has, even in answering his mail about taking the county out 
of Tennessee and putting it in North Carolina. That is their way of 
looking at it. : 

To my mind, it can be done more economically, it can be done 
better by leaving those counties in the State. I do not think you 
have the constitutional right in the first place to change the counties 
in the State. Iam not sure about that. I would have to look up the 
law. I was a practicing lawyer for many years, and I remember 
something about it. Unless 1 am very greatly mistaken, you do not 
have any right at all, But you have gone ahead and done it, and it 
is very expensive for those people to go to Charlotte, and they are 
very much opposed to it. They are entitled to some consideration in 
the matter. Iam just asking you to give consideration. 

I have written you several letters, but I just have gotten formal 
replies, “Your letter received and it will be looked into.” That is 
all very nice. I do not object to that, but it did not give me any in- 
formation. 

Mr. DiSatxx. Senator, that matter was first called to our attention 
by the mayors of Bristol, Tenn., and Bristol, Va. The State line goes 
down the middle of the street in Bristol. They felt that they both 
wanted to go to one regional office. As it was, the people from Bristol, 
Va., had to go Richmond, and the people from Bristol, Tenn., had to 
goto Nashville. It created quite a problem for them, since they were 
just across the street from each other. So we made a study and found 
out by topography and trade area that the better regional office for 
them, since we did not want to divide them, was the Richmond, V a, 
office. So we designated the Charlotte district office to service those 
people. 

Chairman McKeriar. But you cannot service them on that basis. 

Mr. D1Sautx. We will be glad to review it. 

Chairman McKetiar. I wish you would look into that. It has 
been an exceedingly annoying thing. I do not want to be complaining. 
I know what a job you have. I am not criticizing about it, but I think 
you have made a mistake, and I will be glad if you will look into it. 

Mr. DrSa.ze. If you are not criticizing me, you are the only one 
that has not. 

Chairman McKe tar. I reckon that is true, because you get a lot 
of criticism. 

Senator Maypank. I do not intend to criticize, but do you think 
that for one moment the textile industry of South Carolina is satisfied 
to go to Atlanta, when they have elected representation in Washington ? 
It is ridiculous; it is laughable. It is the biggest industry in our 
State, and one of the biggest industries in the United States. 

Chairman MoKettar. I am sure Mr. DiSalle will look into it, and 
that is all IT can ask him. 

Mr. DiSaute. The regions were established by Executive order. 
They were given to us. 

Senator Maynanx. They were established during the last war and 
they did not work. We told Mr. Bowles they would not work and we 








796 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


begged him to make some changes and he did. We conferred with 
him in Washington. I know you have plenty of headaches, but I 
know you have equally as many people around you to give you head- 
aches as the Congress does. 

Mr. DiSauie. The Congress is not bad. 

Senator Maynanx. That is exactly what I said. 

Senator Corvon. Mr. Chairman, after looking it over, I am afraid 
I cannot ride on the regional set-up, but I am only one on this com- 
mittee. 

Chairman McKe tar. We will get along some way. 

Senator Maysanx. I understood the chairman is going to get a 
report on it. 

Senator Corvon. Mr. DiSalle, in setting up your organization chart, 
did you get the benefit of the experience of OPA stabilization in 
World War Il? Did you follow all the general plans that were set 
out or did you more or less chart your own course ? 

Mr. DrSatix. No; we went through that history pretty carefully 
and took some of the things that were “good ¢ and discar ied a good many 
things we felt would not work out, and that caused trouble before. 
But without that pattern, we would have been in bad shape. Those 
fellows had a really tough job. They had no pattern to follow. They 
had to chart the things as they went along. It was a question of doing 
something, finding it was wrong, backtracking, and finding another 
road to travel. We have not had nearly the difficulty that they had 
along those lines. 

Chairman McKetiar. Any other questions, gentlemen ? 

Senator Mayrnanx. Mr. Chairman, I have a letter from Senator 
Lodge asking me to explain certain things. I am not going to ask 
that it be made a part of the record. I will give it to Mr. DiSalle. 
That is about the radio programs. He wants to know what devious 
means they use 

Mr. DiSatie. We have never paid a red cent for a radio program 
or television program. 

Senator Maysank. I only said I give it to you because it was sent 
to me and he should be advised. 

Chairman McKetiar. Are there any other matters that you want to 
bring before the committee, or any of your staff ? 

Mr. DrSaue. There is nothing further. I think possibly since a 
lot of emphasis was placed on public information that some of these 
figures might be interesting for your record. 

Chairman McKetzar. Go right ahead. 





PUBLIC INFORMATION ACTIVITIES 


Mr. DiSaute. Trade associations that are affected by our actions 
number 1,200. There are 2,300 national trade publications in the 
United States, 13,000 newspapers, 7,600 various periodicals, 263 news- 
paper features, picture and news syndicates, 107 television stations, 
2.930 radio stations. We get in this public information office in Wash- 
ington alone a minimum of 300 telephone calls a day for information, 
let alone all the trade associations and the trade publications and all 
the people who are constantly wanting interpretations and clarifica- 
tions. So the fact that we had limited to 400 our public information 
office for the entire United States—and that includes stenographic 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 797 


help and clerical help and all kinds of help—is an indication that 
the program is a very modest program. Our public information 
office has been limited from the beginning to the giving out of infor- 
mation, not propagandizing for the program or attempting to glorify 
any individual in the program. We have tried to restrict it to that, 
because we realize a good many of the implications that arise when 
a public information program is used for any other purpose. 

I think that in the heat of debate that accompanies legislation, you 
are bound’ to have statements back and forth on the merits of 
bill, but as far as I am concerned, I do not recall at any one time ever 
making a statement to the effect that the passage of the bill in itself 
would be reflected in increased prices, even though I am of the feeling 
that ceilings will be increased as a result of the : amendments that were 
adopted. But I would certainly want to stay away from any predic- 
tion of that kind because I learned my lesson very early. 


GENERAL PRICE CEILING REGULATION 


In January when we issued the general price ceiling regulation, I 
was asked during an interview what I thought would happen during 
the course of the year, and I said we would stabilize prices by mid- 
summer, and prices might go up as high as 4 or 5 percent during the 
next year. I was deluged by a storm of people who said we were talk- 
ing prices up. I learned my lesson and that is the last prediction I 
made on the question of increased prices. 

In response to congressional inquiries as to what effect the bill would 
have, I think we must answer them according to the best of our 
knowledge and belief, and that we have done. 

Senator Maypank. Mr. DiSalle, if you yield there, I want to make 
it perfectly clear that anything I said about information had no part 
to do with you. You have been man enough to come before the com- 
mittee in public session and say exactly ‘what you thought, and I 
appreciated what you said. We have had differences of opinion at 
times in the committee and at public hearings, and I often disagree 
but I did not have any suggestions that you would do any such thing 
as that, because I have always said even if I differ with you at times, 
you are fair and above board. I have said it publicly and in the 
committee. 

Mr. DiSatie. With regard to that public information program, the 
choice is up to the committee, that is, if you want to take it out of 
public information or add it to enforcement. This program cannot 
Sicha unless we have the cooperation of people, 4 million business 
coneerns. 'Those people have to know if we are going to get com- 
pliance. If we cannot get compliance, it means we have to go to en- 
forcement and that is what we want to keep away from. 

Chairman McKe war. Do not forget, Mr. Administrator, the 
mayors are very important in this field. I believe you were mayor of 
your city at one time. 

Mr. DiSatue. Yes, I was, and Senator Maybank was mayor of 
his city at one time. 

Senator Maypank. A long time ago. 
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Senator Corvon. Mr. Chairman, again I come back to the regional 
offices, and I do note that one of the ara of it is the Price Opera- 
tions Division. That Division has 1 price executive, 1 assistant price 
executive, 1 regional economist, 5 branch chiefs, 33 business analysts, 
8 price economists, 2 administrative assistants, 1 secretary-stenog- 
rapher, 10 stenographers, 10 clerks, and 3 clerk-typists. 1 cannot 
understand the necessity for economists and business analysts in a 
regional office. I can understand the need of them in the Washing- 
ton office where policies must be developed, but I cannot understand 
them as a part of an administrs tive agency in the field. 

Senator Maypank. The last kick I got from home is that they 
have to go to Atlanta to get their business looked at. When the South 

Carolina delegation resides in W ashington, they would rather come 
to W ashington. 

Mr. DiSaure. Atlanta is not a bad town. 

Senator Mayank. I do not question that. Of course, Atlanta is 
a great city. But they are better accustomed to coming to Wash- 
ington to see their Congressmen and Senators, and when they are 
told to go to Atlanta, when they are not satisfied, they will come here. 
We will take Denver or any regional office in the West, or Pittsburgh 
or Philadelphia, where Delaware has to go, they say, “Why do we 
have to go there?” and then have to come back to W: ashington. That 
is the complaint I have heard about it. Not about the city of Atlanta, 
which I respect, and have many relatives living there, and none work 
for the Government. 

Mr. DiSatue. Senator, we cannot get an economist with a broad 
enough background to take a job that we can pay at the district level. 
So we get the best type of economist we can get and put him in the 
regional office and he can take care of the problems of the entire 
region. 

Senator Maysank. Why can you not get the same kind of money 
to pay a district economist as a regional economist? Is there any- 
thing in the law? 

Mr. DiSarie. We do not have it. 

Senator Maysank. But why can you not pay the same thing for 
a district economist as the regional economist ? 

Mr. DrSatte. I think our regional economists are grade 14. 

Senator Maypank. Who gives that grade? 

Mr. DrSauiz. That is civil service. 

Mr. Coox. All of those grades are reviewed by Civil Service. I 
think we might explain it this way as between the district and 
regional offices. We have based our grades on the population, the 
number of business establishments, and other factors within that 
district. 

Senator Maysank. That is right. 


PERSONNEL ORGANIZATION OF DISTRICT OFFICE 


Mr. Cook. We have within the United States 84 district offices. 
In the comparison you made there, you stated that there were 75 
people in a typical staffing pattern for a Price Operations Division in 
« regional office. That regional office will cover in many cases the 
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whole State. The district office will cover the whole State in some 
cases, but not in many. We have fewer people in the district offices, 
yet we have assigned 60 people in the pattern to district offices. There 
are 84 district ‘offices times 60 price personnel to take care of the 
operations in the districts. 

Senator Corvon. I want to know why you need economists and busi- 
ness analysts in a regional office if th: at business in the regional office 
is supervising the district office. 

Mr. Cook. It is supervising the price program in the district office. 

Senator Tnyrr. Mr. DiSalle, what does this economist do in the 
office? Does he make a digest of the business of the person that comes 
in and asks for some relief or adjustment in the regulation / 

Mr. DiSauie. That is right. He makes an analysis of the economics 
of the particular price problem that comes in. 

Senator Ture. I know, but is there such a variation in all of the 
areas in the United States that you need all of these regional 
economists ? 

Mr. DiSautie. Yes, sir. 

Senator Ture. What is the difference between a packing plant in 
Austin, Minn., and a packing plant in Sioux City, Lowa ¢ 

Mr. DiSauie. Chances are there is no difference in the packing 
plant. 

Senator Toye. Then we will take something different. We will 
take the apparel industry in Minnesota, and the apparel industry in 
Illinois. What is the difference between them ? 

Mr, DiSautie. There is a great deal of difference between those two. 

Senator Tuyr. And we will say the manufacturers of the Arrow 
shirt, what is the difference in the manufacture of the Arrow shirt 
as it relates to one State and another ? 

Mr. DiSatie. There would be no difference. 

Senator Tuyr. That is what I cannot understand. Why have all 
the regional offices and the economists to determine what the business 
and the price structure of this business is in one State when it is 
identically the same business in another State ¢ 

Mr. DiSauie. There is one man in the regional office. How many 
men do you think it would take to handle the program for seven or 
eight district offices? 

Senator Toye. Your regulation would be blanket across the United 
States applicable to all who came under the blanket. 

Mr. DiSauie. That is right. But you still would have to make 
interpretations and adjustments under that regulation. It is a case 
of an individual doing the job for seven or eight district offices. 

Senator Tuyr. Could not that be handled out of the one central 
office in Washington ¢ 

Mr. DiSauie. Yes; but in the regional oflices they are closer to 
people they serve. 

Senator Maynank. The people in South Carolina are closer to 
Washington by 4 hours than Atlanta, Ga. 

Mr. DiSauie. We would be glad to put South Carolina under the 
Washington office. 

Senator Maypank. No; I bring it up, frankly. Nobody cares more 
for Georgia than I do, and Atlanta, but I am only bringing up the 
facts that come to me. 
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Mr. DiSatxe. If we can work it out with the Bureau of the Budget, 
we will be glad to put South Carolina under Washington. 

Senator MayBpank. Maybe I made a mistake bringing in my State. 
We had the same mess with the Atomic Energy Commission at Savan 
nah Valley on the housing situation. Finally Mr. Foley sent some- 
body down there, he expedited it, and he got the cooperation of both 
the people of Georgia and South Carolina, and they went ahead. He 
got nowhere when they had to run over here. 

Mr. Chairman, you have the same thing in Tennessee. 

Senator Corpon. Do you have set up any statement with respect to 
the duty of these people ? 

Mr. DiSauix. Yes, we will get that for you. 

(The information is as follows :) 

The statement of the duties of personnel in the regional and district offices 
appears in the general statement dealing with regional-district organizationa) 
relationships appearing at pages 788 to 792 of the record. ; 

Senator Corpon. If the regional oflice merely supervises the dis- 
tricts, I cannot understand this. If it has a double operation, that is, 
that data must be secured and evaluated and returned to the head- 
quarters for the purpose of changing regulations as and when condi- 
tions require, then I can commence to get. a general idea. 

Mr. DrSauue. There is both supervision and operation by the re- 
gional offices. We would be glad to get. you a statement of the fune- 
tions of individuals and the functions of the regional office. 

Senator Corpon. I wish you would do that. 

Mr. DiSaue. I will be glad to get that. 

Chairman McKetiar. Are there any more questions? If not, thank 
you very much, Mr. DiSalle. 

Mr. DiSautie. Thank you very much, Senator. 

Chairman McKetuar. The committee will be in recess until 10: 30 
tomorrow morning. 

(Whereupon, at 5:55 p. m., Thursday, September 13, 1951, a recess 
was taken until 10: 30 a.m., Friday, September 14, 1951.) 





